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Imagination drives hard 


TO MAKE CARS RUN LONGER FOR YOU 


1200 “traffic starts” a minute ! 


That’s more than you'll ever have to 
make! But the rear axle in the pic- 
ture is doing it—on a special machine 
which can duplicate, in a single after- 
noon, the number of times you would 
start your car in years! 

This machine twists the axle with 
great force while heavy vibrating 
equipment—colored orange in the pic- 
ture—punishes the tough steel. 


Airtemp Heating, Cooling, Refrigeration 


Chrysler Marine & Industrial Engines 


The effect is exactly the same as if 
you were to start your car from a 
dead stop again and again . . . 1200 
times a minute! .. . hour after hour. 

Starting a car is the heaviest job a 
rear axle has to do. Our engineers 
created this test to learn how to de- 
sign and build this vital part with 
more strength than normal driving 
requires—to put extra stamina and 
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Rear axle strength test—imagination at work at Chrysler Corporation 


durability into rear axles of our cars. 
You’ve heard owners comment on 
how well their Plymouth, Dodge, 
De Soto and Chrysler cars stand up 
under all driving conditions. One rea- 
son is this test—another important 
example of how we apply pra: tical 
imagination ...in many ways. . . to 
help you get many extra miles of 
trouble-free driving from our cars. 
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How does the food you eat affect your 
vitality . your resistance to disease 
... the length of your life? 

To help solve these vital problems, 
the nation’s food industry is pressing a 
two-pronged attack on the mystery of 
how your body uses food. 


(1) In hundreds of universities and 
medical centers, skilled scientists are 
tracking down the secrets of nutrition. 
Their work is made possible by substan- 
tial grants from America’s food compa- 
nies — grants made with no thought of 
gaining competitive advantage. 

This work is urgent. 


The infant science of nutrition has 
already conquered rickets, pellagra, and 
other deficiency diseases. Current studies 
show that food may affect tooth decay, 
heart failure, high blood pressure. 
Nutritional science is blazing a new trail 
to better health and a longer life span. 


(2) Individual food companies spend 


“Vision is Indispensable to Progress’ 





How the food industry probes 
Nature’s secrets to bring you better health... longer life 








$24,000,000 a year for basic and applied 
research—to provide you with still better 
food products. From their laboratories 
have come quick-frozen foods... vitamin- 
enriched foods . . . and countless new 
developments in agriculture, processing, 
packing and distribution. 

Your enjoyment of delicious, nourish- 
ing food the year around is a miracle of 
modern science. And even more startling 
developments are in store for Tomorrow 
—thanks to the individual and coopera- 
tive research carried on by America’s 
forward-looking food industry. 

Here in the food industry is a story of 
cooperation born of competition. For in 
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the highly competitive food industry, 
where farmer competes with farmer, 
shipper with shipper, manufacturer with 
manufacturer, and retailer with retailer, 
there is the underlying recognition that 
the improvement of the nation’s food 
and health results in a better life for all. 
This is typically American. 

Only in a free economy are people im- 
pelled to seek out new ways, to create 
new things, to seek new markets, so that 
by Spee themselves, others may profit. 
Only in a free nation are people impelled 
to work together 
voluntarily for the 
common good. 































News within the News 





U.S. AND RUSSIA FACE TURMOIL for a long period of time, says Eric Johnston. 
West must remain strong. Communists, sure of capitalist collapse eventually, 
are hard bargainers, suspicious of foreigners. Here is a verbatim report of a 


U.S. News & World Report interview with Mr. Johnston..... 


DRIFT FOR U. S. POLICIES.............. v.41 
The period between Election Day and 
Inauguration Day becomes filled with 
problems. Mr. Truman, in power, would 
be repudiated. Mr. Dewey, out of power, 
would be waiting to apply his policies. 
Expected result: inaction. 


THIRD PARTY HERE TO STAY?........ P.14 
The splinter parties may continue to be a 
threat to the Democrats. Crack-up of 
‘the two-party system is possible. Solution 
for the Truman group now is to court the 
labor voté—or the Democrats may find 
themselves without influence in national 
elections. 


WHY TAXES WILL STAY HIGH........P. 18 
Postwar Government costs more. Price 
tag on prewar bombers was $350,000. 
On postwar bombers, $2,500,000. Sal- 
aries, medical care for veterans, pensions, 
post ‘offices, flood control—all cost more. 
On the average, costs are up fivefold. 


CHRISTMAS TRADE: ‘GOOD%........ P. 20 
There are a few clouds here and there, 
but most businessmen are optimistic. Be- 
lief prevails that, as long as Government 
spending is high, business must be good. 
Here is a report on the boom. 


TROUBLE AHEAD IN FRANCE........P. 22 
Struggles in France, Communist drive to 
undermine the Marshall Plan, raise the 
threat of civil war. The Government is 
being challenged again and again. But, 
observers believe, armed challenge—civil 
war—is unlikely at this time. 


RUSSIA‘S DRIVE FOR FOOD.......... P. 23 
Drought that plagues the Russian people 
from year to year is being attacked by a 
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new 15-year plan. This article shows 
what the Russians are hoping to accom- 
plish, and how their methods compare 
with those used in the United States. 


GEN. CLAY‘S BERLIN STORY.......... P26 
The “air lift” is a success. The blockade 
of Berlin is not effective. Berliners can 
fight it out on these lines if it takes all 





winter. That’s the report made by Gen. 
Lucius D. Clay, U.S. commander in 
Germany. 
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World Commerce-Industry 
Life Around the World................... 
Whispers 
COVER: In the summer of 1948, Harry S. 
Truman and Thomas E. Dewey met and 
shook hands at the dedication of the Inter- 
national Airport at Idlewild in Queens, New 
York. Mr. Dewey said, “I’m glad to welcome 
you here.” Mr. Truman said, “It’s nice to 
see you again, Governor.” In the following 
months, campaign oratory was seldom so 
polite. This week the public, as usual, had 
the last word, called one “winner,” the other 
“loser.” In the tradition of American elec- 
tions the “loser” could be expected to co- 
operate with the “winner” in the broader 
interest of the nation. (Wide World photo. ) 
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YANKEE FLIERS IN DOUGLAS PLANES CARRY OUT GREATEST AIR ASSIGNMENT IN HISTORY 


Crack pilots and the hard-working 
crews of the U.S. Air Force, using 
Douglas air transports exclusively, 
have flown over 150,000 tons of food, 
fuel, medicines and equipment into Berlin 
since June 26. 

This has been the most impressive demon- 
stration of transportation by air the world 
has ever seen. It has proved that a city of 
two million people can be kept supplied with 
the necessities of life by air transport alone. 

All told—Douglas air transports have 
logged over 7,000,000 miles since the air 
lift began. "Round the clock—in all kinds of 
weather— dependable Douglas planes have 
been flying in and out of Templehof Airport 





DOUGLAS AIRCRAFT COMPANY, INC., 


—servant of peace 


..weapon of defense 


at the rate of one every two minutes. This is 
a record of which the Air Force and Douglas 
can be justly proud. 

But remember this: these Douglas planes 
are of a design created by Douglas prior to 
the last war! They can be compared only in 
dependability to the larger, faster Douglas 
transports now being built. 

“Operation Vittles” points squarely to the 
vital necessity of transport aircraft—both in 
times of peace and times of war. If America 
has to fight again, it will be air power that will 
again decide the issue. To gain and hold the 
“air heads” of any future conflict, great fleets 
of modern air transports will prove strategic 
weapons of the utmost importance. 
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An actual photograph of one of a bat- 
tery of 12,000-gallon fermentation 
tanks used in a modern Penicillin pro- 
duction plant. Many types of GMC 
trucks perform many different types 
of transport jobs for this concern. 
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PORTABLE 
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FOR PENICILLIN 


A few years ago, Penicillin, the newest of ‘““wonder”’ drugs, 
was produced in small quantities by slow laboratory 
methods. Today, it is being manufactured on a mass pro- 
duction basis in large capacity plants employing the latest 
scientific equipment. 

The GMC truck with large twin-tank trailer, shown below, 
*‘pipes” penicillin broth . . . 3,400 gallons per load... 
between processing plants of a leading midwestern phar- 
maceutical manufacturer. 














Here is a graphic example of how modern mass production 
schedules are geared to the speed, flexibility and depend- 
ability of truck transport. And, no matter what the hauling 
need ... just name your job... there’s a GMC to do it! 


GMC TRUCK & COACH DIVISION e GENERAL MOTORS CORPORATION 
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Dewey offers something new for the White House, something different from 
what others offer. He's advertised as the professional administrator. 

Roosevelt was the promoter, the idea man. His was the flair that sold the 
country on big Government. He required constant expansion, more and more money, 
venture piled on venture, as one idea wore out and others were born. 

Truman has been the inheritor of a huge enterprise, Roosevelt-built. He 
has had to take over without a bent for running big things. Family friends, 
generals, holdover politicians were used to keep the setup operating. There was 
no one big boss, but a whole roomful of individual bosses. 

Dewey comes as the professional administrator, as the man who takes over to 
do an integrating and operating job, a job that has to be done if the whole en- 
terprise isn't to run into trouble. He's Supposed to make things work. 

The Dewey flair for politics is like the Roosevelt flair. Dewey has the 
same long experience in Government. But, where Roosevelt was a promoter, always 
ready to take a chance, thrilled by big new ideas, adept at raising money to put 
over ideas, Dewey is inclined to caution, satisfied to make what he has work 
better rather than to keep pressing new ventures when old ones go sour. 

Dewey's urge is to make the Roosevelt New Deal work better. 








A Dewey Administration will be forced to operate skillfully. 

Employes, who numbered 600,000 in 1935, total 2,000,000 now. 

An operating budget of $4,000,000,000 now is one of $40,000,000,000. 

Armed forces that cost $1,000,000,000, cost $15,000,000,000. 

Debt that was $19,000,000,000 has risen past $250,000,000,000. 

It was easy to promote big new things 16 years ago. Government then was 
small. Costs were low. Debt was small. It is going to be difficult to sell 
new ventures from now on, with costs high, debt staggering, spending immense. 

Roosevelt took over when the only way he could go was up. Dewey finds 
that, for the man in the White House next time, about the only way that things 
can go is down. Roosevelt was able to tinker with the dollars, to do all kinds 
of fancy things. He could make mistakes and have them washed out by a new Set of 
experiments. The next President can't do that. The dollar that was a $1.02 
dollar when the New Deal was started is a 57-cent dollar now and won't stand 
much new tinkering. Skillful administration is required from now on. 








There is this point, too, to be kept in mind..... 

Last time, when business was bad, Government could go into debt to prime 
the pump. It was easy to start new projects, to try out new ideas. 

Next time there will be less leeway for experiment, fewer ideas to try. 

So: When and if Government finds it necessary to move to check deflation 
that sometime will follow inflation, the move will of necessity be less in the 
direction of leaf raking, pump priming, more in the direction of direct control 
over prices, employment, investment. There isn't the leeway for spending. 


Dewey promises efficient management of a New Deal, not New Deal scrapping. 
The Dewey group, young, ambitious, is not at all afraid of responsibility, 





(over) 











NEWSGKAM--TOMORROW== (Continued) 





















































not afraid of the idea of big Government, to be operated efficiently. | 
Dewey method is to drive with a tight rein, to center power of decision, to j a 
police execution of decisions once taken, to avoid public squabbles. That is the | = 





opposite of the Truman method of leaving decisions to Cabinet heads, with only 
casual White House co-ordination. It differs from the Roosevelt way of centering ; 
decisions in the White House, but turning execution over to two or three, instead 
of one department to carry out, then of piling a new project on top of the old, os 
in event that trouble developed. | 

Dewey operations can't be as free and easy if he's to succeed. 





It is to be necessary to reorganize the White House, to add to machinery ( 
for administration if Dewey methods are to be applied. It is to require some 7 
administrative genius to delegate authority, yet to keep a finger on day-to-day ( 
operations of an organization with 2,000,000 civilian employes and functions es 
that extend to the far corners of the earth. os 


It is in Congress that the Dewey methods may meet major trouble. 

Congress control is to be rather narrowly held by Republicans. Leaders on 
the Republican side aren't so sure they always see eye to eye with Dewey. 

In the Senate, the Taft leadership is strong and quite independent. 

In the House, the Martin-Halleck leadership is inclined to be nationalist 
and more conservative than the White House leadership is likely to be. 

Mr. Dewey's inclination will be to seek White House dominance in policy mak- 
ing. Leaders in Congress take the view that Congress should make policy, that 
the White House then should administer the policies Congress approves. It is in 
the period when Dewey leadership might be tripped up that the test comes. 
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Business is going to be good during early months of next Administration. 

Business activity at a high level is underwritten for a time by rising cash 
outlays of Government, by projects already set under way. ; 

Business trends beyond mid-1949, however, are far from clear. 

A business setback, if one 1S to come in a new Administration, might be 
preferred early, might be better in 1949 than in 1950, when there will be new 
congressional elections. The trouble is that the business cycle is not always 
easy to control, is not easily geared to wishes of political leaders. 

Testing time for this boom will come again around mid-1949. 
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Big crops next year, if produced, will put more strain on farm prices. 

Building-material prices are under a little strain, here and there. 4 

New cars next year are to cost more. At Some point, sales will react. 

If it weren't for the prospect of more and more Government cash flowing 
into more and more pockets, the outlook would suggest trouble next year. As it 
is, the trend of business is to be tied closely to the trend of U.S. spending. [ 

A Dewey Administration probably will spend about on the scale of a Truman : 
Administration. Spending totals will relate to the amount of U.S. spending for 
defense and to the size of outlays for arms for nations abroad. 
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Living costs held about steady again in October, as in September. usua 
Cost of living appears to be not far from its postwar peak. It might rise funn 

a bit more, but not much, and may soon ease slightly. a If 
Labor leaders, even so, are getting set to demand fourth-round raises. can 
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To help the busy reader follow important trends, we extend the > can 
Newsgram through the magazine by means of brief paragraphs in larger type 2 Beca 
“at the head of each article. Thus we are able to give in Newsgram form 7 of b 
additional coverage of essential news. -- The Editors : es 
: 4 0] 
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Its the talk. 





Every calling has its own vocabulary — 
usually colorful, frequently lusty, often as 
funny as the examples here. 

If you’re familiar with the terms, you 
' can tell a man’s trade by his talk, in fact — 
3 spot a glassblower or stock broker, lumber- 
» _ jack or journalist — by the lingo he speaks. 

Of course, if a man talks figures — you 
can tell his occupation in a minute too! 
Because figures are the universal language 
of business men. Not colorful, perhaps — 
but neither, for that matter, is the term 
“Comptometer.” 
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Nevertheless, it crops up so consistently 
in business conversation — along with such 
lingo as “‘labor-saving” and “cost-wise” — 
that some people think ““Comptomcter” is 
trade-talk for any kind of figure-machine. 

Actually, it isn’t part of the vocabulary. 
It’s a brand name, belonging just to us. For 
Comptometer (Reg. U. S. Pat. Off.) Add- 
ing-Calculating Machines are made only by 
elt & Tarrant Manufacturing Co., Chicago, 
and are sold exclusively by our Compt- 
ometer Division, 1726 N. Paulina St., 
Chicago 22, Ill. 
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TRANSLATIONS: 
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. In lineman’s lingo—unwind cable for 


cross-arms., 


The musician means it takes funny faces 
to play a tuba! 


. Mechanically speaking—‘‘Don’t start the 


motor till | drain the radiator.” 


Post Office parlance for a mail-pouch full 
of small envelopes. 


Baseball player’s lament: “This inferior 
bat won’t hit a fast ball.” 


Locomotive language for a slight delay 
while they switch sleeping cars. 
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The world. Next thing is a debate on 
whether the Western nations should pull 
out of occupied Germany . . . The British 
Army is raising the question . . . Peace- 
time lend-lease for Western Europe is one 
of the first postelection projects for the 
United States, with a program in prepara- 
tion for presentation in January . . . The 
World Bank currently is operating in the 
black, with a profit of $2,317,723 for 
the July-September quarter, against a 
loss for the same period in 1947... The 
Economic Co-operation Administration is 
putting some real pressure on nine coun- 
tries by withholding free benefits until 
they sign loan agreements . German 
pilots are offering to help the U.S. Air 
Force with the Berlin “air lift,” if they 
are needed . . . Russia has exported more 
goods to the U.S. than she has received 
from this country in 1948 for a reason: 
The U. S. is taking pains to see that ship- 
ments to Russia include no potential war 
goods Henry A. Wallace says his 
presidential campaign has stopped the 
“cold war,” but in Moscow and Berlin 
they apparently didn’t hear. 


The election. Winner and loser were 
equally glad as the campaign ended and 
time for vote counting came along... 
Last-minute electoral-vote claims were as 
optimistically wide of the mark as usual. 

Governor Dewey and his staff called 
the final campaign swing the “wrap it 
up” trip, but some got last-minute jitters 
anyway and worried over whether the 
outlook could really be as good as it 
seemed ... The group expected and was 
on guard against a last, spectacular, des- 
peration move by President Truman. . . 
Mr. Dewey, after his unguarded * ‘Junatic” 
engineer remark, was at pains to meet 
and be smilingly photographed with both 
engineer and fireman of his next train... 
The president of the Engineers union 
came out for Mr, Dewey . . . Throughout 
the campaign, Mrs. Dewey read the 
speeches in advance and often suggested 
changes, which were made. 

President Truman and his associates 
were bedazzled and made hopeful by the 
big crowds that turned out everywhere to 
see, greet and hear him . . . The Truman 
staff stopped worrying about what the 
editorials had to say and began aiming 
for the big front-page headlines in the 
final phases . . . Mr. Truman, who often 
criticized what he called the “Republi- 
can-controlled press,” spoke in Hartford 
from the portico of a newspaper owned 
by Frank Gannett, a leading Republican. 


Labor. Coming up, perhaps, is another 
“third party,” based on organized labor 

. William Green, AFL President, says 
AFL definitely will do something about 
forming a national organized-labor politi- 


The March of the News 
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cal group at its coming convention , , 
The question is, will CIO go along, have ; 
the factions been drawn together by th} 
fight on the Taft-Hartley law? . . . Labo 
Department reports the biggest loss 
time from strikes, 2,400,000 man-days if 
September, since June James (& 
Petrillo is getting together with the 
phonograph-record companies, and pey) 
recordings seem to be on their way back} 
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The nation. The Navy is adding ey. 
ning glamour to its Waves with a ney 
dress uniform of navy blue and whith 
. A railroad president, R. L. Willian; 
of the Chicago and North Western, jf 
predicting that atomic energy will 
pushing locomotives in another 50 yeg 
or so. The investigator is being in 
vestigated, with a District of Columbi: 
grand jury poking into charges of py: 
roll kickbacks in the office of Represent). 
tive J. Parnell Thomas, chairman of the p 
House Committee on Un-American Acti. 
. Fleet Admiral William D. Leahy, 
Chief of Staff to the President since early 
in the war, plans to retire this winte 
under an agreement with the President 
some time ago, regardless of election re. 
sults . . . Postmaster General Jesse Don- 
aldson complains that the one-cent posti , 
card is a dead loss, that it costs nearh 
three cents to handle it and that it is “the # 
most glaring example of bargain-basement f 
rates in the Post Office Department” 
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FOR DANCING WAVES 
Navy glamour 
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TOMORROW 


Look to Martin for new, far- 












YESTERDAY 

The Martin B-10 bomber, faster 
by 100 m.p.h. than the best bom- a 
bardment aircraft of its day and a 
speedier than most pursuit ships, 
won the 1932 Collier Trophy for 
Glenn L. Martin. Ten years later, e 
these tough old-timers, serving & 
with the Netherlands East Indies 
Air Force, sank several Jap ships ; 
and shot down a number of mod- 
ern Jap fighters. 











SPEED ... tocruise 100 m.p.h. 
faster than the _ twin-engine 
planes it replaces. SPEED... 
to gain time, time, time for busi- 
ness or pleasure. 

And this modern Martin air- 
liner ranks high in comfort, too 
... with cloud-soft seats, modern 
heating and ventilating, extra- 
large non-fogging windows. 
Ranks high in dependability .. . 
with heated ice-free wings and 
tail surfaces, rubber fuel tanks. 
Ranks high in service . . . its 


1909 ar 
1918 


1929 


1934 


MANUFACTURERS OF: Marvinol resins (Martin Chem- 
Martin 2-0-2 airliners ° Ad- 
Revolutionary rockets and 


icals Division) 
vanced military aircraft «¢ 
missiles ¢ 
Rotary wing aircraft 
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193) : WS Builders of Dependable \.&% 


Aerial gun turrets 
(Martin Rotawings Division) « 
New type hydraulic automotive and aircraft brake ¢ 











reaching advances in_ aircraft, 
rocketry, television, plastics, hel- 
icopters. We have _ recognized 
that in this swiftly changing 
world, adaptability is vital to sur- 
vival, vision is the key to leader- 


ship. In many fields, we are help- 
ing turn vision into actuality. 
We build for the future at Martin's! 


Stairway to Speed 
The 202 Cirlintr... 


ANOTHER GREAT MARTIN PLANE! 


short landing and take-off dis- 
tances enable the 2-0-2 to bring 
high-speed luxury service to 
smaller airports as well as large 
cities. 

Record-breaking performance 
... yes! But setting new aviation 
standards is a Martin habit! 
From the Martin-built plane 
which made the first over-ocean 
flight in 1912 . . . through the 


Martin B-10 which obsoleted all 










AN INTERNATIONAL INSTITUTION 


wood Corp.) ¢ 
e DEVELOPERS OF: 





conjunction with Westinghouse Electric Corp.) « 


other bombers in 1931... to the 
30-ton Martin PBM-5A Mari- 
ner, world’s largest amphibian 
. . . Martin has continually 
broken through aviation’s fron- 
tiers! Ever upward—ever on- 
ward—ever seeking to develop 
the legacy of flight—for you, 
your children and your chil- 
dren’s children! That is Martin’s 
performance in the past and 
promise for the future! The 
Glenn L. Martin Co., Baltimore 
3, Maryland. 








Mareng fuel tanks (licensed to U. S$. Rubber Co.) e 
Honeycomb construction material (licensed to U. S. Ply- 
Stratovision aerial rebroadcasting (in 


LEADERS 


IN RESEARCH to guord the peace and build better 
living in many far-reaching fields. 











































It heralds the arrival of something new 
When it comes to locomotives .. . on the teacks of Aasecice 
... the latest achievement in 


Diesel-electric locomotive design. 





cay FAIRB ANKS-MORSE DIESEL LOCOMOTIVES © DIESEL ENGINES 


STOKERS © SCALES » MOTORS ¢ GENERATORS 
PUMPS ¢ FARM EQUIPMENT « MAGNETOS 


e 
fe name worth r emember ing RAILROAD MOTOR CARS and STANDPIPES 
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DRIFT PERIOD UNTIL INAUGURATION: 
WHAT TO EXPECT IN U.S. POLICIES 


No Big Shifts on Peace Efforts or Business 


Trend in U.S. now is to sit 
tight, not rock the boat in days 
of drift between Administrations. 

Big decisions will be avoided, 
where possible. In emergency, 
bipartisan advisers may _ get 
together to steer policy. 

Period ahead, once regarded 
as “danger zone,” looks quiet 
now. It will mark a careful evo- 
lution in White House operations. 

Between election and Inauguration 
Day—with a Dewey victory—an Ad- 
ministration that stands defeated and 
on the way out of office will continue 
to run the country. 

This, potentially, is to be a danger 
period. At one time it was regarded by 


the highest officials as a period in which 
Russia might make moves that would 


MR. DEWEY, THE SPECTATOR 


test U.S. That prospect now is dis- 
counted. It can remain, even so, a period 
when the country will be drifting—with 
one President and his aides preparing to 
leave office, the next President and his 
aides assured of future power but lack- 
ing power to act currently. 

Herbert Hoover, when faced with a 
similar situation in 1932-33, suggested 
that Franklin Roosevelt, as the President- 
elect, share responsibility for executive 
decisions. Mr, Roosevelt refused to take 
responsibility for decisions when he 
would lack power to direct their execu- 
tion. Mr. Truman might ask Mr. Dewey 
to share with him, particularly on issues 
of foreign policy. This time, the request 
probably would be accepted. 

The days ahead, however—with a 
shift of Administrations—are to be, at best, 
unusual days in which the world’s most 
powerful nation functions in a state of 
suspense. In this event: 

Mr. Truman, in the 78 days between 
election and Inauguration Day, will func- 
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MR. TRUMAN, THE PERFORMER 


tion as President, making decisions, shap- 
ing policies, filling jobs that all may be 
undone after January 20. It will be Mr. 
Truman who addresses a new Congress 
after January 3, recommending legisla- 
tion. The budget of proposed Government 
expenditures will be a Truman budget. 
Decisions taken on issues of foreign policy 
will be decisions made by an Administra- 
tion soon to leave office. 

Cabinet departments in this period 
will function, but often with little leader- 
ship. Most Cabinet members will be pre- 
paring to go into other jobs. The urge 
on the part of all appointed officials will 
be to find places into which to jump on 
or before next January 20. This prepara- 
tion for leave-taking will apply to officials 
at the White House as well. The tendency 
will be to make as few decisions as 
possible, to drift. ” 

Mr. Dewey is to face a strange prob- 
lem. As President-elect, in event of his 
success, there will be innumerable jobs 
to do, but no power or funds with which 
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. +. ina period of uncertainty, who will call the tune? 


NOVEMBER 5, 1948 











U.S. News & Wold Report 








to do them. Mr. Dewey intends to con- 
tinue as Governor of New York State in 
order to draw a salary and to provide an 
income for aides on his staff, whom he 
intends later to take with him to Wash- 
ington. Lacking power to decide, he still 
will be confronted with issues of foreign 
policy. He will need to acquaint himself 
with details of a federal budget that will 
be his for revision. His message to Con- 
gress will be delayed until after January 
20. He will face the task of choosing men 
to head departments of Government and 
to fill major posts. There will be practical 
problems of politics to settle in relations 
with leaders in Congress. 

. The power for 78 days, under such 
conditions, is to be in the hands of Mr. 
Truman; the planning and day-to-day 
decisions for the future will be in the 
hands of Mr. Dewey. 

The uncertainty of the period ahead, 
however, is more a surface uncertainty 
than one that goes deep enough to affect 
seriously the course of events. There is 
quite general agreement on the outlook 
that follows. 

War is very unlikely to develop be- 
fore inauguration, or at any time soon 
after inauguration. War itself is not in 
the present calculations of Russia, judg- 
ing by any evidence in the hands of this 
Government. War is not going to be 
started by Mr. Truman or by Mr. Dewey. 

Foreign-policy decisions, where they 
must be made, will continue to be bi- 
partisan. Recently, when the crisis in 
Europe was deepening, the Dewey plan 
was to announce his selection of John 






Foster Dulles to be Secretary of State, 
almost immediately after election. He 
did not immediately rule out such an an- 
nouncement even when the crisis atmos- 
phere was eased. In a Dewey Adminis- 
tration Mr. Dulles, acting for Mr. Dewey, 
will influence and probably dominate the 
moves that U.S. makes in the foreign- 
policy field. A new approach to peace 
problems in Europe then would develop. 

An upset in business is not in sight 
for the period between election and in- 
auguration or in the early months of a 
new Administration. The trend in spend- 
ing of money by Government is strongly 
upward at this time. That spending is 
assured until mid-1949 at least. It prob- 
ably will continue on a basis above $40,- 
000,000,000 a year, in cash, through the 
year beginning next July 1. Rising out- 
lays by Government will offset, at least 
in large part, any probable decline in 
business spending for new plant or indi- 
vidual spending on dwellings. 

Money tinkering will be undertaken 
with great caution, if at all, in weeks 
just ahead. Interest rates on short-term 
Treasury securities probably will be per- 
mitted to rise a bit more. Prices of long- 
term Government bonds will continue 
to be supported at par for the time being. 
Nothing will be done now to affect the 
status of savings bonds. 

Farmers will continue to be assured 
of price supports for many farm prod- 
ucts. The law on price supports is settled 
law that will carry through 1949. 

The country, on the basis of all pres- 
ent indications, will coast through the 


MAKERS OF FOREIGN POLICY: REPUBLICANS DULLES AND AUSTIN, DEMOCRAT MARSHALL 
For the world’s most powerful nation—a state of suspense 
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weeks ahead, with no great shock from 
any quarter. Many decisions will be 


avoided. Many officials in Governmen {i 


will be preparing to move to other jobs 


to be replaced by new officials with 4 
least a slightly different viewpoint, Ye ™ 
boards and commissions will go on grin¢. 4 


ing out decisicns. Freight rates might he 
increased. Labor unions will be 
Labor Board interpreting the Taft-Hart. 
ley Act. January 15 will be the big da 
for re-estimating 1948 personal income 


taxes, regardless of any White House shift § 


A Dewey Administration woul 
take shape slowly before moving jnt 
office. 
coming into being and into power, 

Cabinet jobs, remained uncommitted 
as the campaign closed. Mr. Dewey had 
a fairly good idea of who was to ge 
what top job, but he avoided firm pron. 
ises to anyone until the votes should be 
finally tallied and the political attitude 
of the country fully revealed. 

Policy decisions, too, are to 
shaped and announced gradually, | 
seems clear that the policy of a Dewey 
Administration in seeking a_ basis fy 
peace in Europe would be somewhit 
more flexible than the Truman _ policy 
has been. If Mr. Dewey has his way, 
there definitely is to be a shift away from 
the use of men with long military train. 
ing in shaping foreign policy. 


Money policy, policy related t 


changes in labor laws, farm policy, other f 
policies will tend to be developed inf 
practical application in a Dewey Goven- fF 
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ment, rather than to be announced ahead 
of time. A Dewey Administration will 
want to work, at least in its early days, in 
close co-operation with Republican lead- 
ers in Congress. Leadership in Congress 
‘s smewhat more conservative than the 
White House is to be. 

Mr. Dewey, in the period between the 
election and Inauguration Day, is ex- 
pected to play his cards with caution. 
He is aware that the campaign of 1948 
revealed no great outpouring of public 
enthusiasms for candidates of the Re- 
publican Party comparable to that given 
to the late Franklin D. Roosevelt. 

A possible “lame duck” period in presi- 
dential tenure did not strike Congress as 
important when it approved the Twen- 
tieth Amendment to the Constitution. 
The purpose of that Amendment was to 
eliminate the “lame duck” Congress, the 
Congress that stood for election in No- 
vember and then—with defeated members 
present—served from December until the 
following March 4, The newly elected 
Congress did not start to function until 13 
months after its election, unless called 
into special session. 

Under the Twentieth Amendment, 
which took effect in 1933, the Congress 
elected in November takes office on the 
following January 3. A President elected 
in November takes office January 20 of 
the following year, instead of March 4, as 
previously, There was no consideration of 
an earlier meeting of Congress, after an 
election. The date for inauguration of a 
President was fixed at January 20 to give 
Congress time—in event no candidate for 


THE FAMILY SHOPPER 
nation’s economy—no sudden shock 





For the 


the Presidency received a majority of 
electoral votes—to choose a President. 
In actual working of this amendment, 
however, there is a period of more than 
two months when the country is in a state 
of suspended animation politically, pro- 
vided voters have decided to change 
Presidents. In the days before Govern- 
ment played so large a role in decisions 
affecting the lives of its people so closely, 
this interregnum was not regarded as of 
major importance. At this time, however, 
with the world on the verge of constant 
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crisis, any period of uncertainty and hesi- 
tation can be of major importance. 

Mr. Truman was prepared to go on run- 
ning his office in the 78 days that follow 
election, whether he won or lost. A de- 
feated President enjoys, in the interim, 
the full powers that have been his all 
along. Yet there is bound to be hesitation 
and uncertainty in the use of powers that 
will be scheduled to slip to another party 
after the lapse of two and a half months. 
It is that period that at some time could 
be a real danger period in Government. 





. . . between election and inauguration, many decisions will be avoided 
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THIRD PARTY HERE TO STAY? 


Democrats Splintered in North and South 


Crack-up of traditional two- 
party system is possible before 
1952. Wallace campaign, South- 
ern protest vote show this: 

Solid South, as a Democratic 
property, is gone. A strong third 
party can operate. Election laws 
are no barrier. 

Labor, Northern liberals can 
boss Democratic Party if they 
wish. Democrats find they have 
to go along or face a new threat 
from a labor party. 

A political change of the first order 
is growing out of the present election. 
The old, two-party system is gravely 
threatened by the splinter parties that 
are developing in both the North and 
the South. 

In the present situation, the Demo- 
cratic Party now is in a position in which 
it either must fight the battles of labor or 
face the prospect of a new labor party’s 
being created. And this would divide 
the Democratic Party into four political 
organizations instead of three, as now. 

What is happening is this: The 


Democratic Party already is divided 
among regular Democrats, Southern 


States’ Righters and Northern supporters 
of Henry A. Wallace. 

The Solid South is broken. Southern 
electoral votes will be fair game for any 
party in the future. With the cracking of 
tradition, which held Southerners to the 
Democratic Party, the Southern votes 
may go in any direction in the future. 

Mr. Wallace, by getting his name on 
the ballot in 45 States, has shown that 
the election laws are not an insuperable 
barrier. Any party with an organization 
and money can get on the ballot. 

And labor stands ready to follow the 
path blazed by Mr. Wallace if the Demo- 
cratic Party does not fight for the things 
that labor wants. Already labor leaders 
are talking about such a step. The ques- 
tion is whether they will take over the 
existing machinery of the Democratic 
Party. 

Progressive Party. It was the 
growing influence of labor in the Demo- 
cratic Party that helped along the present 
breaks of the Progressives ‘and the States’ 
Righters away from the Democratic Party, 


14 


For years, Southern Democrats had stood 
in the way of legislation that labor 
wanted. The Southerners’ fight goes all 
the way back to the original Wage and 
Hour bills. Henry A. Wallace thought 
that labor would follow him in a break 
away from the Democratic Party. He re- 
garded that party as controlled by South- 
ern Democrats. 

In the face of the Wallace candidacy, 


WALLACE HEADQUARTERS IN NEW YORK 


petitions, managed to get his name on 
the ballot in 45 States. 

But the Communist tie frightened the 
voters, Many thousands who might have 
supported Mr. Wallace under other con- 
ditions did not want to vote for him. 
Long before Election Day many persons 
had come to look upon his Progressive 
Party as a political front for the Com. 
munists. It permitted some of them to get 
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... the struggle to stay on the ballot will go on into 1952 


Mr. Truman turned toward labor and the 
minority groups of the North. He fought 
with the 80th Congress for price-control 
legislation, for housing, for higher taxes, 
for an improvement of the status of the 
Negro, against the Taft-Hartley bill. Most 
of these had been points that labor had 
sought. 

All these steps antagonized Southern 
conservatives. But they cut ground out 
from under the Progressive Party. How- 
ever, in spite of appeals that he recon- 
sider, Mr. Wallace went ahead with the 
creation of his new party. He gained some 
adherents, won the full backing of the 


Communist Party, and, with the use of 


hundreds of workers, collecting names on 





on the ballot in States in which they were 
barred under a Communist label. 

This did not deter Mr. Wallace. His 
own position was that he would not 
change his line, in a crusade for peace, 
to get rid of the Communists. If their 
line happened to coincide with his, that 
was too bad, but he could do nothing 
about it. 

Only a nucleus of extreme leftists, plus 
a few men like C. B. Baldwin, his cam- 
paign manager, who are bound to him by 
ties of personal loyalty, remain back @ 
Mr. Wallace as he carries forward his 
fight to make a permanent organization 
of the Progressive Party. The struggle 
to stay on the ballot will go on into 1950 
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and 1952 to keep the party ready in case 
the U.S. begins a swing to the left. 

New Labor Party? But the labor 
support that Mr. Wallace had hoped for 
never came, Only a few of the extreme 
left-wint unions stayed in the American 
Labor Party in New York. Elsewhere, a 
few of the unions controlled by extreme 
leftists went to Mr. Wallace. But the bulk 
divided its votes between the two major 
parties. And now labor is talking about 
creating a party of its own. 

Labor is divided in its views on the 
subject, however. Walter Reuther of the 
United Automobile Workers is urging 
that labor build its own party. And Wil- 
liam Green, president of the American 
Federation of Labor, says his organization 


BUILD THE 
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PROGRESSIVE CANDIDATE WALLACE 
... for third parties, a beaten path 


will discuss the matter at its November 
meeting, 

But men like Philip Murray, president 
of the Congress of Industrial Organiza- 
tions, are not disposed to rush the matter. 
They feel that labor might go further by 
trying to accomplish its aims through the 
existing two-party structure. Already la- 
bor has taken over a large measure of 
control of the Northern wing of the 
Democratic Party. At this point, these 
leaders want to wait and see whether 
the Southern Democrats are able to re- 
capture the party. If this happens, they 
will be ready for the break. 

States’ Righters. It was the coup 
at the Democratic National Convention, 
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by which labor and the New Dealers 
captured the party and wrote the civil- 
rights plank into the platform, that drove 
the States’ Rights Democrats in the 
South into their revolt from the party. 
They fought the nomination of Mr. Tru- 
man and for a civil-rights compromise in 
the platform. When they lost, they quit 
the party. 

The States’ Rights candidates, Gov- 
ernors J. Strom Thurmond of South Caro- 
lina and Fielding L.. Wright of Mississip- 
pi, have campaigned throughout the 
South. They established a clear claim to 
the electoral votes of Louisiana, Missis- 
sippi, Alabama and South Carolina and 
made doubtful the outcome of the voting 
in several other Southern States. 

Now they are going forward with plans 
for keeping their party alive. They are 
preparing to continue to fight, in Con- 
gress and out, a civil-rights program for 
the Negro as proposed by Mr. Truman. 

Future for Democratic Party. In 
a fight over “liberal” legislation the Demo- 
cratic Party is sharply divided. Senators 
and Representatives from Southern States, 
in the main, have not taken part in the 
revolt, actively. Most of them have not 
campaigned for the States’ Rights ticket. 
But their sympathies, for the most part, 
lie with the position of the States’ Right- 
ers against the so-called civil-rights meas- 
ures. The same applies to many other 
points on labor’s program. 

In the present Senate, 22 of the 45 
Democrats come from the 11 Southern 
States involved in the States’ Rights tur- 
moil. In the present House, 103 of the 
185 Democratic Representatives come 
from these 11 States. On most labor and 
civil-rights measures, the Democratic 
Party will split straight down the middle. 

In spite of Democratic congressional 
gains in the election, this will continue 
to be true. The Southern Democrats may 
not rule the Democratic National Com- 
mittee, but they can stand in the way of 
any labor and minority-group legislation 
that Northern Democrats may try to put 
through Congress. 

The Democratic National Committee is 
set up on a different basis. Here the 
Southern Democrats are in a real mi- 
nority. In the National Committee, two 
members are allotted to each State, the 
District of Columbia and each territory. 
Only 22 of the 108 members of the Na- 
tional Committee come from the 11 
Southern States. 

In its present quandary, the Democratic 
National Committee can hardly turn its 
back upon labor and try to pacify the 
States’ Righters. To do so, it would have 
to disavow much of the New Deal and 
disown Mr. Truman, 

By pacifying the States’ Righters and 
cementing its old claim to the 127 elec- 
toral votes of the Solid South, the Demo- 
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. . . personal loyalty counted 
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cratic Party would have to throw away 
any chance of again becoming a major- 
ity party at any time in the near future. 
This is fewer than half as many electoral 
votes as are needed to win the Presidency. 
The extra votes must come from the 
North, And the help of labor is needed 
to get these votes. 

By turning to labor and continuing 
the New Deal fight, the Democratic Party 
will put several Southern States in‘ the 
hands of the States’ Righters. But the 
party will be in a position to fight for the 
404 electoral votes outside the Solid 
South. The turn toward labor began be- 
fore the Philadelphia convention. And it 
is continuing, in spite of the cracks in 
Southern tradition. 





STATES’ RIGHTER THURMOND 
..» the fight will continue 
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DEWEY ADMINISTRATION means power for the Republicans 
for the first time in 16 years, That is the longest in party 
history that Republicans have been on the outside. 

Out of the last 88 years, a Republican President has been 
in office for 56; Republicans have held a majority in the 
Senate for 60 of those years, and in the House for 48. The 
Pictogram shows the historical trend. 

In 1860, the Republicans opened a 24-year period in which 
the party won the Presidency in six successive elections. Then 
there was a 12-year period when Democrats won two of three. 

In 1896, another long period of Republican rule was estab- 
lished. The White House was occupied by a party member for 


16 


16 straight years. Democrats then took over for eight years 
In 1920, Republicans regained power for 12 years, electing 
three Presidents. Then began the 16-year New Deal period, 
during which Franklin D. Roosevelt was elected four times. 
In 1948, Republicans looked forward to an eight-year regime 
at least. Only once in the last 88 years have the Republicans 


held power for only a four-year period. That was during the 


single term of Benjamin Harrison from 1888 through 1892. 
Incoming Presidents usually start their terms with theit 
party controlling both houses of Congress. There have beet 
only three exceptions. In 1876, Rutherford B. Hayes, a Repub: 
lican, was elected along with a Democratic House. In 188, 
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James A. Garfield, a Republican, was elected with a Senate 


» controlled by Democrats. In 1884, Grover Cleveland, a Demo- 


crat, entered office with a Senate controlled by Republicans. 
Control of Congress, however, often shifts in the middle of 

presidential terms. That happened in 1874, when Democrats 

captured the House during the second Grant Administration. 


) It happened again in 1878, when Democrats took over the 


ical’ f) Senate in the middle of the Hayes Administration. 


_ In 1890. Republican President Harrison lost the House, and 

in 1894, Mr. Cleveland lost both House and Senate to the 

Republicans. In 1910, William Howard Taft lost the House, 
} and in 1918 Woodrow Wilson lost both House and Senate. 
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In the middle of the Hoover Administration, Republicans 
lost the House, but held the Senate by a one-vote margin. In 
1946, President Truman lost Congress to the Republicans. 

The record shows that Republicans more often than Demo- 
crats control both Presidency and Congress. They had 14 years 
of solid control from 1860 through 1874; another 14-year 
tenure from 1896 through 1910, and a 10-year period from 
1920 through 1930. Not until Franklin D. Roosevelt did Dem- 
ocrats ever succeed in holding Congress for more than 6 years. 

Republicans also have elected more men as President—11 
from 1860 to 1944. Democrats have elected only three men— 
Cleveland, Wilson and Roosevelt. 
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WHY TAXES WILL STAY HIGH 


Rising prices, rising costs are 
hitting the Government hard. 
Chance for a tax cut next year is 
all but knocked out. 

Pay rolls, road building, all 
Government services are higher. 
Defense weapons cost more now 
than in World War Il. 

Government costs, over all, are 
nearly five times the prewar rate. 
Making ends meet is a real prob- 
lem for the next President. 


A glance at a few figures helps to 
show the taxpayer why his taxes are 
not to be reduced further in 1949. That 
same glance shows the problem that a 
new Administration faces in trying to 
run a Government. 

All along the line, things cost more for 
Government, as they, do for business and 
individuals. The armed insist 
that they will need far more than the 
$14,400,000,000 Mr. Truman says they 
can have in the year starting next July | 
if they are to provide the defense that 
Congress specifies. Roads that people 
want are going to cost more than they 
expect. Armaments that Congress is to 
be asked to give Europe will be ex- 
pensive. It is the same story for public 
works, social security, other things. 

The chart on page 19 helps to show 
you, by a few examples, what has hap- 
pened to the Government’s budget. 
When ail Government costs are added 
up—atter scrutiny by a Congress insisting 
on economy—total spending is likely to 
reach $43,200,000,000 in this fiscal year. 
The 1939 total was around $9,000,000,- 
000, Promises were made during war of 
a decline to $20,000,000,000 a year by 
this time. 

Military costs show dramatically how 
promises and calculations were upset. 

A heavy bomber, the B-36, for ex- 
ample, costs $2,500,000. Prewar bomb- 
ers, B-17s, were $350,000 each. The first 
B-17 cost $660,000 to develop, the first 
B-36 about $30,000,000. Gun turrets for 
the B-24, a standard wartime bomber, 
were $15,000. Turrets for the B-29, a 
later plane, cost $180,000. But a jet 
fighter is being produced for $120,000, 
less than many more complicated World 
War II fighters. 


services 
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Aircraft carriers of the wartime fleet, 
27,000 tons, cost $62,900,000. The CVA- 
48, a 65,000-ton ship, will cost $124,- 
000,000. Navy is buying larger, more ex- 
pensive submarines, destroyers, cruisers, 
too. 

A medium tank cost about $82,000 
in 1942. The steel alone in that tank 
would cost about $8,000 more now. 

A cargo ship, built for $1,900,000 
in 1940, would cost $3,000,000 this year. 

A soldier's pay and food are valued 
at $3,300 a year. They came to $1,350 
in 1939. Food is $1.06 a day compared 
with 41 cents before the war. 

A uniform of outer clothes is $254.70, 
compared with $84.90 in 1939. Trousers 
are $9.62 a pair, up from $3.68. Shoes are 
$5.50 a pair, up from $3.05. 

These are samples of prices. Over-all 
story is this: In 1939, the U.S. spent 
about $3,100 per man in uniform for de- 
fense. Now the number of men is about 
four times as great and expenses per 
man are more than $8,600 a year. 

Record on veterans is similar. 

Dependents of deceased veterans get 
an average payment of $684 a year, com- 
pared with $454 in 1939. Where 177,000 
dependents drew benefits in 1939, about 
375,000 were on the rolls recently and 
the number is rising. 

Medical care costs more. Increases 
are illustrated by the fact that daily 
hospital costs per patient advanced from 
$5.22 to $9.05 in the last two years. A 
500-bed general hospital built for $8,- 
570.000 in 1938 would cost at least 
$15,854,000 to duplicate now, 

Pensions to living veterans are rising. 
(See page 28 for the outlook on this.) 

Altogether, defense and veterans’ costs 
account for 45 per cent of the present 
budget. Foreign aid and interest on the 
debt account for another 27 per cent. 
Lend-lease costs will keep aid totals high. 
Interest charges will rise until debt is 
reduced. As for trends in other fields: 

In public works, high costs are hold- 
ing up construction of many needed 
facilities. 

A post office, medium size, built 
for $152,300 in 1939, would cost $268.- 
000 today. More than 3,000 localities are 
eligible for new postal buildings. None is 
being built at this time. 

An office building, constructed in 
1938 for $12,153,000, would cost more 
than $20,000,000 now. The Government 
needs, in addition to veterans’ and mili- 
tary centers, about 1,000 other buildings 


Going Up: Pensions, Tanks, Ships, Mail and Pay 


such as customhouses, immigration sy 
tions, courthouses, postal garages, office 
public-health centers. Fewer than 10 sug 
projects are under way, 

Flood control is demanded, after wy. 
time neglect, for many river valleys, Th 
$463,000,000 in this year’s budget yi 
accomplish less actual work than the 
$276,500,000 allowed in 1940. 

A mile of highway, concrete, cost 
$39,200 now, compared with $19,700 iy 
1939. Excavation cost has jumped frog 
21 cents a cubic yard to 43 cents; reip. 
forcing steel, from 4 cents a pound to li 
cents; structural concrete, from $149,]j 
a cubic vard to $50.46, The Feder 
Government is spending about $400,000. 
000 for roads this year, yet roads stil 


‘are Wearing out faster than they are being 


replaced in many areas, 

Government wages have lagged 
behind most other costs, but pressure i 
on for another boost, especially in to 
brackets. 

A white-collar worker gets $3,331 
a year on the average. The 1939 averag 
salary was $2,000. 

Postal workers show a larger raise, 
66 per cent, from prewar. 

Services and benefits for the ge 
eral public cost more per unit, and de 
mand is greater because about 146,116: 
000 persons have to be served in place 
of 131,954,000 in 1940. 

Aid to needy old people, childrea 
and blind persons was paid to 3,619,000 
persons in July, 1948, compared with 2; 
872,000 in July, 1940. Average payment 
to aged is up from $19.99 a month in 
1940 to $39.24 in July, 1948. 

Farm-program costs may skyrocket 
any time price supports are needed. Cor- 
servation payments to farmers are only 
about one fourth of the 1942 level. Bit 
electrification loans are higher than eve! 
Cost of building electric lines into fam 
areas is about $1,400 a mile now, agains 
$800 to $1,000 a mile in the 1930s. 

Mail-service deficit is estimated « 
$550,000,000 this year, highest i 
history. Five-cent air mail is unprofitabl 
Printing costs are up 15 per cent from 
last year. About two thirds of the De 
partment’s 10,400 trucks are more that 
15 years old, and replacements, costin$ 
about double the 1939 prices, are ju 
beginning to be purchased. 

These examples show what ti 
next Administration will be up agails! 
They explain why there is little hope! 
lower taxes soon, 
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Highways to Bombers: Everything Costs More 
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Christmas-Trade Forecast: ‘Good’ 


CHICAGO, ST. LOUIS and SAN FRANCISCO 


Reported from 


Most businessmen are optimis- 
tic over the business outlook. 

Jitters are arising over declines 
in sales of men’s suits, some home 
appliances, but trade, generally, 
is holding high. 

Merchants are planning for a 
big Christmas season, for a dollar 
volume that is 7 or 8 per cent 
better than last year. 

Federal spending is viewed as 
a sure sustaining factor. 


There is a mixed feeling about the 
business outlook over the country, but, 
on the whole, businessmen are opti- 
mistic. Some merchants have the jitters 
because of slowing sales in men’s suits 
and in some other lines. The used-car 
trade is feeling the effect of forthcom- 
ing new models. Old houses are not 
selling and new houses are slow to 
move in a number of places. 

Even so, the prospect is for good 
Christmas trade. Christmas sales may not 
break the 1947 record this year, but they 
show every sign of holding at a high level. 
Goods are moving fast by the standards 
of any previous time and merchants are 
stocking up. Among all competent ob- 
servers there is the conclusion that, as 
long as Government spending continues 
in a rising trend, no real setback in busi- 
ness generally is likely. Activity may slow 
in a few particular lines, but no general 
letdown in business activity is foreseen. 
The outcome of the election is not ex- 
pected to have any influence on this busi- 
ness trend. 

In trade, conservative merchants now 
look for a holiday season that will bring 
7 or 8 per cent more in dollars than the 
1947 season, which means very little 
more in volume. Some merchants talk of 
a dollar gain of 10 per cent. This feeling 
is the reverse of three weeks ago, when 
merchants thought a lot of buying was 
drying up. 

Trade gains to date are uneven, both 
in geographical areas and in various lines 
of goods. In Milwaukee and Detroit the 
recent pickup in retail sales is pronounced. 
In Chicago it is slight. In Indianapolis, 
whose trading area includes a number of 
industries with lagging production, busi- 
ness is not so good. Trade also is slowing 
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in the Far West, partly due to West Coast 
maritime and oil strikes. 

Men’‘s suits and overcoats are causing 
mild headaches. Stores overstocked them. 
Then sales dropped as families pinched 
these items off their budgets. Now suits 
are on the bargain counter. Price cuts 
by one chain and mail-order house range 
from 20 to 30 per cent. 

Women’s clothing, on the other 
hand, is selling briskly. Women have 
accepted the “new look” and are replen- 
ishing wardrobes. Some chain-store exec- 
utives, however, think sales in this line 
are too good to last. They anticipate post- 
Christmas sales to scale down inventories, 
and some chains now require inventory 


counts every month, instead of twice a 


year, as formerly. 

Shoe sales are in a slump, but that 
is being met to date by cuts in production 
and modest cuts in price. Manufacturers 
told retailers at the Chicago Shoe Fair 
that costs just about rule out any substan- 
tial price cuts at the moment, 

Appliance buying is slowing up, gen- 
erally. On the Pacific Coast, retailers often 
are absorbing the latest price increases. 
Trade-in allowances are larger on refrig- 
erators and other appliances bought in the 
Midwest. Washing machines sell fairly 
well. Sewing machines, slow in coming 
from factories, are in lively demand, but 
radio sales are dropping. One Midwestern 
chain counters the slump in radio sales 
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. .. demand everywhere is less insistent 

















with a $200 television set that peopl 
can install themselves, 

Automobile demand everywhere y 
pears less insistent, except for the lowes 
priced cars. Premiums on late-model ugg 
cars are down sharply, or have digg 
peared, Used-car dealers on the Pacifi 
Coast are buying most cautiously, by 
the slump in sales there is believed toy 
seasonal, 

Luxury spending is definitely dow) 
People are buying less jewelry, furs, spor 
ing goods, luggage. Not many people g 








to high-priced night clubs. Movie 
tendance is off and, in Chicago, seats fy 
good theater productions are availabi 
almost any time. Restaurant business j 
off, too, and, in the San Francisco By 
area, strikes have produced a sharp dif. d 
in customers of small eating places, , rag’ 
Price trend, however, still appears‘ poee 
be upward, over all. Pricing for spring opt 
and summer mail-order catalogues caright — Plant 
increases for most hard goods, whid fright | 
more than offset the decreases quoted fi operate 
some lines of soft goods. iti 
This trend in prices and sales have pof supply. 
duced some changes in business poli ford” 
Merchants are devoting more attentiont plants a 
display and sales promotion. They buf fnd the 
only from 30 to 60 days in advance (f chinery 
delivery, and, when inventories show tf mand, | 
faintest bulge, they are cut back. mand. F 
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Top-speed production and brisk sales 


caused cutbacks for shoes, textiles and 
tires. Producers contend that high costs 
prohibit any sharp markdowns in price in 
an attempt to keep volume up. 

Plants that turn out Diesel engines, 
freight cars and plumbing equipment 
operate at top speed. Automobile pro- 


' duction is limited only by the material 


supply. But machine-tool plants in Rock- 
ford, Ill., and Milwaukee, Wis., and 


' plants making gasoline pumps in Chicago 
‘find that orders are lagging. Farm-ma- 


chinery plants report continued large de- 
mand, but a much more selective de- 
mand, Farmers no longer are in the mood 
to buy any and all kinds of machinery. 

Steel continues to be the scarcest 
material. Whenever one steel-using in- 


| dustry cuts back production, another is on 


hand to snap up the supply. The result 


| isthat steel sheets still sell on the Chicago 
gray market at two or three times mill 
F prices, 


Coal supplies, on the other hand, 


| have eased sufficiently to close down a 


number of high-cost marginal mines in 


| Missouri and Illinois, and retailers in St. 
Louis want mines to trim prices, which 
/tecently were raised sharply. 





Building activity gives some signs 


,of decline. The drop from August to 
| September in Indiana, Wisconsin, Iowa, 


northern Illinois and Michigan is reported 


| at 20 per cent. The Federal Reserve Bank 


of St. Louis has data that suggest that a 
good part of demand for new homes may 
ppear next year if costs and prices 


g Stay very high. 


Home builders in the Midwest, how- 
Wer, are trying to meet the slump in de- 
mand for new houses with “economy 
houses” selling for $8,000 or less. These 
houses usually are one-story, two-bed- 
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DIESELS AND DRESSES 
room structures, stripped of most of the 
more costly home fixtures. One Indiana 
firm is offering a two-bedroom “thrift 
home” at a cost of around $6,000, includ- 
ing lot. Most of these houses can be ex- 
panded in future years through the addi- 
tion of more bedrooms. 

Declining sales for expensive homes 
account for the renewed interest of 
builders in planning low-priced dwell- 
ings. Houses are harder to sell every- 
where. New homes in the $12,000-to- 
$15,000 class sometimes wait 30 to 90 
days for buyers in the Chicago area, and 
in San Francisco some units offered last 
June are still for sale. Old houses have 
been selling at an even slower pace. 








‘ECONOMY HOUSE’ 












~New York Dress Institute 


for both 


The building outlook, however, as the 
article on page 42 indicates, still sug- 
gests a high level of activity through 
1949. 

Stiffer mortgage terms are responsible 
for some slackened buying of houses. 
Buyers have more trouble in financing 
homes. Tighter installment credit, how- 
ever, does not appear to discourage buy-~ 
ing of automobiles or other durable 
goods. 

Business sentiment, on the whole, 
is predominantly confident. General 
opinion is that private demand promises 
to support high business activity for 
some months, and that Government 
action then will keep it that way. 





—-Peter A. Detore 


... to counter a slump in demand—bare essentials are offered 
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Ahead for France: Trouble, 
But Not a Real Civil War 


Reported from PARIS 


Violence and sabotage are 
sapping France. Government is 
challenged at every turn. Troubles 
can get out of hand. 

Communist strategy is to dis- 
rupt industry, mess up the Mar- 
shall Plan, keep France in chaos 
and turmoil. 

But a French civil war now is 
not likely. Army is loyal, more 
than a match for its opponents 
in any serious uprising. 


The threat of civil war, of armed 
strife, again is being raised in France. 
This threat grows from deepening 
tensions between Communists and 
anti-Communists, between groups on 
the right seeking power and groups 
on the left stirring up trouble. 

Yet, to an observer on the ground, 
there appears to be little prospect of 
civil war in France now or in the fore- 
seeable future. It is true that there has 
been shooting between Government 
troops and striking miners. Tanks and 
artillery have moved into troubled areas. 
There have been casualties on both sides. 

The struggle in coal is likely to be 
followed by trouble in other industries, 
but there still is no sign of real civil war, 
of an armed challenge to Government on 
a nation-wide scale. Instead, Communist 
leaders are directing their efforts at 
economic objectives. Their aim is to push 
France deeper into economic chaos, thus 
upsetting the recovery started with the 
help of U.S. dollars. 

Troubles in France essentially are 
economic troubles that no French 
Government to date has been able to 
correct. Money has less and less value. 
Middle classes are squeezed more and 
more severely. Speculators are growing 
rich in francs. There is challenge to the 
authority of the Government in many 
ways short of armed challenge. 

Businessmen are striking against pay- 
ment of taxes. Farmers are refusing to 
deliver food in return for francs which 
they consider worthless. Workers are 
striking for higher pay. The coal strikes 
alone cost France about 3,500,000 tons 
of unmined coal, probably more. 
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For all this, the average Frenchman 
is inclined to blame everyone but him- 
self. He is lukewarm in his political 
allegiance, slow to give his wholehearted 
support to any cause. And the Govern- 
ment, fearful of arousing public opposi- 
tion against itself, is reluctant to meet 
the crisis head-on. 

Civil war can grow from situations 
of that kind. But an armed challenge to 
the Government’s right to govern does 
not appear to be profitable to Com- 
munists or anti-Communists at this stage. 
Such a move would be more likely to 
unite Frenchmen against the side seek- 
ing power by force. The Government, 
moreover, is not as weak as it appears. 

Police power at the disposal of the 
French Government is clearly too strong 
for the Communists. Armed, well- 
equipped and motorized units of a na- 
tional police force, numbering about 
70,000 men, are breaking up Communist- 
led street demonstrations. Behind this 
force are 400,000 soldiers of the French 
Army. Only about 20,000 of these troops 
were used to get Communists and their 
followers out of the coal mines. In most 
cases, the Communists surrendered with- 
out a fight. 

Communist. weakness, in a show- 
down, is evident to Moscow. French 
Communists still lead about 3,000,000 
organized workers, compared to 2,000,- 
000 in non-Communist unions, but few 
workers would follow the Communists 
into a civil war. There are signs that 
Russia considers the French Communists 
expendable, unable to swing France 
away from the Western bloc, and there- 
fore useful only to sabotage the Marshall 
Plan by weakening France. 

Anti-Communists, the followers of 
Gen. Charles de Gaulle, do not want 
civil war either. Their leader is sitting 
back and waiting, confident he will be 
called, sooner or later, to “save France.” 

In a clash between Communists and 
anti-Communists outside the Govern- 
ment, a fight in which the Government 
troops and the mass of the French people 
did not intervene, the Communists would 
be stronger than the De Gaullists. The 
Communists still have enough hidden 
arms for at least 25,000 of the disciplined 
partisans at the core of the party’s mem- 
bership of 1,000,000. De Gaulle’s under- 
ground “army” is much smaller. But the 
French Army, solidly anti-Communist, 
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TROOPS AT THE MINE 
Shooting, yes; civil war, no 
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MINER IN HIS GARDEN 
For want of a pick—3,500,000 tons jj 


is certain to intervene and _ the Fren§ 
people are likely to oppose any Coif 
munist revolt too. As a result, civil 1 
is regarded as unlikely. 

In the end, conditions are likely! 
force a showdown in France. ! 

A moderate Government still may ty 
out to be strong enough to take drs 
action against inflation, checking d ( 
Communist-led strikes with Army hei 
If not, Gen. De Gaulle is likely to t# 
power. i 

Communists, in any case, are out % 
the picture as far as governing France 
concerned, Knowing this, they inte 
to help Russia by doing what they “ 
to hasten the collapse of the Fires 
economy. 
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Food shortages, poor crop 
| yields, other farm troubles are 
| behind Russia's new 15-year 
H “antidrought campaign.” 

| Shelter belts, water-storage 
l) systems, irrigation, other devices 
i long familiar to U.S. are in the 
Moscow plan. 

It means a new drive to boost 
“= T food output, overcome the basic 
‘handicap to Soviet expansion 
and industrial growth. 







Anew 15-year project to supplement 
| the first five-year plan of postwar years 
is being started by Russia. “Millions 
f and millions of workers” are to be 
employed on the new project—one 
that grows from weakness, not from 
strength. 

With all of her land, Russia is having 
difficulty producing the food needed to 
feed an expanding population. The 15- 
year “antidrought program,” now an- 
eh, » nounced, is aimed at an increase in crop- 
land and in food production. Food short- 
age, coupled with a shortage of oil and 
of transportation, is one of the great Rus- 
sian weaknesses. Together, these short- 
§ ages add up to the prospect that Russia 
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‘RUSSIA’S 15-YEAR DRIVE FOR FOOD 


Reported from MOSCOW and WASHINGTON 


IN RUSSIA: VAST WHEAT FIELDS . 
. «. @ nation rich in land but poor in food has turned to science for the answer 


is unwilling, and maybe unable, to under- 
take an aggressive war. 

Scarcity of food is a chronic prob- 
lem in Russia. This is not fully under- 
stood by many people in the United 
States, to whom Russia appears as a 
nation with vast expanses of wheat fields. 
Over the years since the early 1900s, 
there has been recurring fear in the U. S. 
that grain from Russian fields would flood 
markets of the world. 

Actually, Russia is a nation in which 
population is pressing on food supply, 
even with a diet that would seem meager 
to an American. Although Russia’s terri- 
tory is one sixth of the total land area of 
the globe, much of it is either too cold or 
too dry for agriculture. Outside of the 
Ukraine and White Russia, vast areas 
consist of desert, semidesert, forests or 
tundra. Available cropland is limited. 

As matters stand, even if Russia wanted 
to do so, she could not supply an oc- 
cupied Europe with the food it would re- 
quire. Croplands in Russia, for example, 
cover a slightly smaller area than the 
350,000,000 acres of cropland in the 
U.S. But Russia’s farms must supply 
one half more people than U.S. farms 
must supply. And, in Russia, total food 
production is one-third less than in U. S., 
even in years of reasonably good grow- 
ing weather. Output of the individual 
Russian farmer is about one sixth that of 
the American farmer. 
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A severe climate, on top of the 
scarcity of farm land, makes the Russian 
farm problem still more difficult. Ex- 
tremely cold winters alternate with hot 
summers. Most of the farm land is in 
the same latitude as Canada—for ex- 
ample, Odessa, Russia’s southern port 
on the Black Sea, is as far north as 
Duluth, Minn.—and the growing season 
is short. 

Besides, the Russians are plagued with 
periodic droughts. In the Volga region 
alone, there have been 20 droughts in 
65 years. Farther east, the droughts are 
more frequent. What rainfall there is 
evaporates rapidly under the hot, dry 
winds that blow off the desert east of 
the Caspian Sea. 

The Caspian Sea itself has been 
gradually drying up for a number of 
years, as the water in the Volga and 
other rivers feeding it has decreased. 
This threatens to halt navigation on one 
of Russia’s main transportation routes, as 
well as to curtail her fishing industry. 

The 15-year program now being 
launched is aimed at increasing food pro- 
duction through combating the effects of 
drought, conserving land and water, and 
reclaiming land by irrigation. 

Russian leaders hope to increase the 
average yield of wheat, usually less than 
12 bushels to the acre, compared with an 
average yield of 18 bushels in the U.S. 
in 1948. They also hope to increase the 
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U. S. SHELTER BELT: A new Russian experiment is an old 


efficiency of their farmers, To raise and 
harvest an acre of wheat takes a Russian 
farmer around 40 hours, compared with 6 
hours for an American farmer. To raise 
and harvest an acre of corn, a Russian 
farmer works 63 hours. But the average 
U.S. farmer works only 24 hours, and 
the corn-belt farmer less than 16 hours, 
to produce the same amount. 

The Russians picture their program as 
a grandiose project that could not be 
duplicated in a capitalistic country. Sim- 
ilar projects, however, have been carried 
out on an even greater scale in the U.S. 
over the 15 years just past. ' 

A comparison of the Russian pro- 
gram with what the United States already 
has done or is doing shows this: 

Forest shelter belts are to form one 
of the main parts of the Russian project. 
Eight of these, shown in the map on page 
25, are to have a total length of 3,000 
miles in the region north of the Black and 
Caspian seas. In addition, smaller shel- 
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ter belts are to be established on farms 
all over European Russia, with the plant- 
ing of 14,000,000 acres of trees. 

These belts are expected to slow down 
the dry southeast winds, prevent soil from 
blowing, lessen evaporation of moisture 
and provide humus that will help hold 
water in the soil. In the winter, the forest 
belts will tend to keep the snow from 
drifting, thus retaining snow cover on the 
land and providing evenly spread mois- 
ture when the snow melts. When the trees 
are big enough, they will provide fuel and 
lumber. 

In the United States, a system of 
shelter belts was begun in 1934, under 
the sponsorship of President Roosevelt, 
to prevent wind erosion in the Great 
Plains. The belts now total 25,000 miles 
in length. Many of the trees are grown to 
full height. New shelter belts are con- 
tinually being added, farm by farm. 

Reservoirs and ponds to the num- 


‘ber of 45,000 are to be built on collective 


: 


American custom 


farms of Russia, in the project just an 
nounced. These are to catch the water 
from rain and melting snow and hold i 
for use throughout the year. 

In the United States, the conservation 
program of the Department of Agricul: 
ture has resulted in the building of mor 
than 800,000 such reservoirs. 

Irrigation of land in Russia with 
water from the farm reservoirs and from! 
rivers will increase the number of Russias 
productive acres. Already, most of Rus 
sia’s cotton is grown on irrigated land it 
the desert areas of Turkestan and Trans 
caucasia. Other millions of acres of Ruy 
sia’s land need only water to become ver) 
productive. 

In this field, also, the U.S. has had long 
experience. More than 20,000,000 acres 
of land in arid and semiarid regions att 
served by reclamation and irrigation f 
cilities, and the crops produced on thi 
land are valued at hundreds of millions 
of dollars a year. 
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Where 


Grasslands in Russia are to be in- 
creased through a new crop-rotation sys- 
tem to be installed on 80,000 collective 
farms. The grass will supplement the shel- 
ter belts in the antidrought program, It 
will hold the soil in place, provide fodder 
for livestock, and increase the fertility of 
the soil. 

That phase of the Russian project re- 
sembles another important part of the 
U.S, farm program, in which the amount 
of land in grass and legumes has been 
increased by 6,000,000 acres over the 
last 15 years, 

Both in Russia and in the U.S., these 
various measures are aimed at conserv- 
ing moisture and soil and at increasing 
food production, In Russia, the conserva- 
tion of moisture will help indirectly to 
keep water flowing in the Volga and other 
rivers and thereby tend to maintain the 
level of the Caspian Sea. 

€ program to save water not only 
will benefit Russia’s agriculture, but also 
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will aid industry. Demands for water by 
industries along the Volga and near the 
Caspian Sea are constantly increasing. 
Additions to the region’s water supply 


the vital waterways. 

Basic question to be answered in 
Russia’s 15-year antidrought program is 
this: Can the climate be changed and 
the amount of rainfall increased? 

First announcements of the plan by the 
Soviet Government intimate that an at- 
tempt will be made to change the climate 
of Russia. Experience in the U. S., how- 
ever, has failed to demonstrate that rain- 
fall can be increased by putting land 
into forest and grass. Argument on this 
point still is going on. All that has been 
clearly proved is that forests and grass 
help to retain the moisture that does fall. 

The Russian program, therefore, is 
primarily expected to combat the effects 
of drought and to help produce the food 
needed to prevent hunger. 


Russia Plans Vast Forest Belts 


© 1948, By U.S, News Pub. Corp. 


What it all means is that Russia’s 
scope, either in peacetime development 
or in war preparation, is sharply limited 
by her scarcity of food. 

The population of Russia has increased 
from 162,000,000 in 1913, to an esti- 
mated 211,000,000 now. The Russians 
find that they cannot go on adding to 
their supply of potential soldiers without 
adding to their food supply. They are 
reported to have enough grain stored up 
to feed their armies for two years, if war 
should come. But there is no assurance 
they can fight a global war, and at the 
same time, feed their people at home. 
They cannot even carry through their 
program of industrial development un- 
less their food supply is assured. 

Russia’s new development plan is in- 
tended to correct her chronic weakness 
of food shortage. While it is being com- 
pleted, many “millions and millions” of 
men employed on it cannot be used in 
the making of weapons of war. 
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Gen. Clay's Own Story on Berlin 


He Finds That Soviet Blockade Is Failure 


Close-up of besieged Berlin 
shows Russia on the losing side. 
As settlement deals collapse, this 
is the situation: 

“Air lift’’ can beat the block- 
ade. Essential industries can keep 
going through winter. West Ger- 
man recovery is taking hold. 

In the following answers to 
direct questions, Gen. Lucius D. 
Clay, United States commander 
in Germany, sums up the “Berlin 
crisis.” 

General Clay, do you anticipate any 
Russian violence in our air. corridor? 


I do not. The air lift today, in good 
weather, is carrying over 5,000 tons 


Why were we so slow to invoke 
counterblockade measures? 

Well, I don’t know that we were so 
slow. After all is said and done, you 
know there are three occupying powers 
in Western Germany and that, when we 
act concertedly, we have to all consult 
our governments and work out agree- 
ments and arrangements under which 
we act. It is inherent that you move 
slower than a single occupying power 
that gets its orders and dictates from a 
totalitarian government. When we do 
move, we move. 

Have you noticed any movement in 
the eastern part of Germany that would 
indicate preparations by the Russians 
for war? 

No, there are no evidences of such 
movements, ’ 

General Clay, there has been a great 
deal of thought on the Russians devel- 


to Berlin and, even under very bad 4 le 


weather conditions, is now carry- 
ing over 3,000 tons a day into Ber- 
lin. It has proved without any ques- 
tion that Berlin can be supported 
by air, no matter what kind of 
weather we get this winter and that, 
therefore, the attempt to blockade 
Berlin is only an attempt. 

To what extent can industry in 
Berlin be maintained throughout 
the winter? 

We are maintaining the basic 
industries now on about a 20- 
hour week. I think we will ‘be 
able to do that much throughout 
the winter. 

How about the power situation 
in Berlin? Do the Russians still 
have control of most of the power 
sources? 

Yes. The great bulk of the power 
that supplies Berlin is in the Soviet 
zone, or hydroelectric power they 
get from the Soviet zone. We are 
operating power plants in our sec- 
tor to maintain surface communications, 
streetcars and some essential industry, 
and I think a very minimum domestic 
use. 

What would happen if the Russians 
cut off the supply? 

They can’t cut off the supply we have 
now as that is located in power plants in 
our zone, for which we are bringing in 
coal. 

You don’t get power from them? 

No. : 
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GENERAL CLAY 
‘“‘When we do move, we move” 


oping a Communist army in their zone 
of Germany, and that there is a possi- 
bility of a repeat of the Korean situation 
in Germany. In other words, the Rus- 
sians would withdraw their troops, with 
the suggestion that we withdraw ours, 
and then leave a sufficiently large Com- 
munist army in their area in Germany 
to dominate the country. 

There is a very large Communist- 
indoctrinated German police force in 


_Eastern Germany, possibly numbering 


200,000 to 300,000, and it is being e. 
larged every day. That compares ty 


& 

various small police forces in Westen 7 
Germany which have kept police force 
at local level, because it was not oy 
policy to rebuild a police force in Ge 
many that could possibly be converted 

into military service. ? 

Are you not in favor of such a devel. 

Sea 





opment on our side? 

I am certainly not at the moment, 

Do you have any large number of 
Soviet troops in the American zone who 
have fled from the Soviet zone? 

There are no large numbers. Actualh 
there may have been deserters who have 
come into the American zone whom \ 
have no record of. However, I would sa 


“It has { 


‘without being able to give, or be willing fin Weste 


to give, the exact figures for various fadvisable 
reasons, that it would be a_ very few [from We 
thousand. My re 

We have heard some comp colleague 
mentary remarks about the con-pwhen we 
duct of troops in Berlin, abou ¥ty for G 
their discreetness in handling o fremoval c 
pretty delicate situation. ity. That 1 

I can only say to you that | am fio the Eu 
personally very proud of our forces fCongress 
in Europe under my command, | fhe Reco 
think they are well disciplined, pplants, an 
they have a sense of purpose. They fillocated 
know why they are there and cw they wou 
be depended upon to take no hasty Pecovery 
action that has not been directed B 
and ordered by higher authority. 

Has the economic condition of R° 
Western Germany improved fron 
what it was in July? 

In the four months since cur 
rency reform, which went in it 
June, the productive capacity 0 
Germany has increased about 5 
per cent. Steel has risen from 
2,500,000 tons per year to about 
7,000,000 tons per year. Ther 
has been an almost unbelievable 
recovery for four months, Its e 
port trade has now passed S6l: 
000,000 a month and it is doing a gre! 
deal to restore the trade in Westet 
Europe that was a missing element in tk 
European recovery. 

Does that affect the black marke! 
and remove it somewhat? 
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Htaly, and 
| Up unti 
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It has greatly reduced the bh 
market. Of course, as long as there is! @ Germa 
scarcity of anything there will be sot nuldn’t af 
black markets, but it is greatly reducet ich as fru 
In that connection there has been! rg =a 
good deal of talk about plant remove 0. You 
OVEMBE| 
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"+ has proved without any question that 


in Western Germany. Do you think 
advisable to remove many more plants 
from Western Germany? 

My recommendation with my British 
colleague was made over a year ago, 
when we recommended a level of indus- 
try for Germany equal to 1936, and the 
removal of plants in excess of that capac- 
ity. That recommendation was made prior 
to the European Recovery Program, and 
Congress charged the Administrator of 
the Recovery Program to examine those 
plants, and, if they had not already been 
ullocated and delivered, to ascertain if 
they would be more useful to European 
recovery than elsewhere. That study is 
still under way and the decision as to 
Whether they will remain in Germany 















yests in Mr. Hoffman’s hands, subject of 


course to his negotiation with the occupy- 


ing powers of the zone in which the 
plants are located. [The reference is to 
_ Hoffman, Marshall Plan Administra- 
or. 
General, there has been a question 
tmong the people working on the Mar- 
shall Plan that Western Europe could 
rogress much faster if they could break 
own trade barriers, especially in West- 
m Germany. Now why have we been 
bnable to break down these barriers— 
Specifically, things like taking fruit from 
aly, and things of that sort? 
| Up until the European Recovery Pro- 
tam developed, the only funds that we 
ad to revive German economy with 
fme from the sale of German exports. 
| providing the raw materials to make 
ie German economy move, we certainly 
vuldn’t afford to buy luxuries and items 
ich as fruit and vegetables from neigh- 
ring countries. It is a desirable thing 
do. You have to gauge your ability 
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Berlin can be supported by air, no matter what kind of weather we get this winter’’ 


to buy by your earning capacity and 
that time we did not have the earning 
capacity. Obviously, that is why we had 
the policy in which we insisted on dollar 
sales, which was very unpopular in 
Europe, and you can understand why. 
That is why the European Recovery 
Plan was developed. Multilateral pay- 
ment agreements have removed the 
barriers, and I think it is going to result 
in a very material increase in trade all 
through Western Europe. 

What is the situation in Eastern Ger- 
many? 

I think the economy of Eastern Ger- 


many, according to our intelligence re- 
ports, is not doing too well at the 
moment. Of course, we cut off most of 


the hard coal of the Ruhr and steel to 
Eastern Germany and that has had 
an effect on the economy of Eastern 
Germany. In any event, it is not acceler- 
ating as is the economy of the Western 
zone. I might say that I think it will be 
even greater in the Western zone because 
France has now joined us. 

General, can you give us your version 
of why the currency agreement reached 
with Moscow broke down? 

Basically, because the so-called quad- 
ripartite control of currency was rejected 
at the Berlin level. Actually, our posi- 
tion was always one of willingness to 
accept Russian currency in Berlin, but 
only if we had the right to participate in 
seeing how it was managed other- 
wise, the economic life would pass com- 
pletely from our hands. The finance 
commission was set up, but the terms 
with reference to the duties of that com- 
mission, to which the Soviet representa- 
tives would not agree, did, in fact, leave 
it no authority whatsoever and no ability 


to control and manage the issuance of 
currency in Berlin. 

There is a problem of how practically 
you could control the currency in Berlin 

it should be all powers, but how 
can it be practically done? 

Very easily. If by a trade agreement 
the imports which are brought into Ber- 
lin are paid for by the currency in Berlin, 
and that currency becomes available to 
the people who are bringing in the im- 
ports, and also providing you have access 
to the exports on a reasonable and _ fair 
basis, then the proceeds from those ex- 
ports could help finance the system. 

How can you control the value of the 
currency in Berlin without having control 
over the value of the Soviet currency? 

I don’t think you could. There is no 
attempt to do so, but you would have to 
be able to freely use your trade with 
Berlin to keep possession of substantial 
currency to enable you to contro] your 
position. With participation in the con- 
trol of credit, which would prevent the 
Western zone from becoming completely 
strangled, and with a trade agreement 
which would insure a flow of goods be- 
tween the Western zone into Berlin, you 
could maintain your position in Berlin 
under all fair and reasonable conditions. 

As far as the Americans are concerned, 
we can stay in Berlin indefinitely under 
any conditions. As far as the Berlin 
population is concerned, if we didn’t 
retain our quadripartite right to partici- 
pate in the control and issuance of cur- 
rency, then indeed the economic life 
would pass completely from our hands 
and we would be there more or less as 
guests, instead of an occupying power 
exercising their rights in the control of 
Berlin. 
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BILLIONS IN PENSION DEMANDS 


Pension proposals to assure an 
old age in comfort are getting 
another trial run. Billions are in- 
volved. 

Veterans are in with a top de- 
mand for $75 a month. Union 
labor is asking, and getting, more 
retirement benefits. 

Both political parties promise 
pension changes by the Govern- 
ment. It probably means more 
cash, sooner, for more people. 


Bigger and broader pensions for 
the aged are back under study. Better 
old-age pensions for almost everybody 
have been promised by both Repub- 
licans and Democrats. Now veterans’ 
organizations are starting to put on 
pressure for special new pensions for 
veterans. 

A soldiers’ pension instead of a 
soldiers’ bonus is about to be demanded 
by the American Legion. Congress, as 
a rule, listens to the voice of the Legion. 
That voice, recorded in convention, calls 
for a pension for all veterans of both 
World Wars, regardless of other income, 
starting at 55 years of age and at $60 
per month. At 65 years, the pension 
would rise to $75 per month. 

Rank-and-file demand from the dele- 
gates forced Legion support for this 
pension plan. The demand overrode 
objections of Legion officers and com- 
mittees. It put the big veterans’ organiza- 
tion on record for a plan that will cost 
an estimated $195,000,000,000 over the 
next 45 years, if approved. 

Old people, and people who think 
about growing old, are being catered to 
more and more by public officials and by 
organizations. The Legion’s plan is only 
the latest in a series of pension programs 
planned or in operation. 

Old-age assistance that averages 
$37.71 per month, and in many States 
exceeds $50 per month. for those over 65, 
is given now to indigent aged. These 
payments are made by State govern- 
ments, with the Federal Treasury con- 
tributing. 

Old-age insurance, with employer 
and employe contributing through a tax 
on pay rolls, is provided for most em- 
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Proposal That Could Cost $195,000,000,00 


ployed groups in the country. Benefits 
starting at age of 65 average $39.20, 
range up to $85 a month. 

Industry in more and more cases is 
providing pension plans to supplement 
the Government’s old-age insurance. 

Unions are beginning to demand old- 
age pensions in which they can have an 
administrative voice. John L. Lewis’s 
pension of $100 a month for miners aged 
62 and over is blazing that trail, with 
other unions set to follow. 

Veterans now propose to top it off 
with a pension starting at the age of 55 
and going to all regardless of whether 
or not they have other incomes, The 
union demand for pensions and the vet- 
eran demand for pensions are taken seri- 
ously because of the power exercised 
both by organized labor and organized 
veterans, 

These pension plans, taken together, 
could assure a monthly income of $260 
for a retired union coal miner who once 


served in the armed forces. The mine 
could retire at 55 and enjoy a pension of 
$60 a month until he reached the age ¢ 
60, when he would get an addition 
$100 a month from his union insurance 
Then, at 65, his veteran’s pension woul! 
increase to $75 a month, and federal olt. 
age insurance checks would begin. If lx 
received the maximum $85 from thy 
annuity, his retirement income wouli 
amount to $260 a month, or $3,120; 
year, and his declining years could |p 
spent in relative prosperity. 

The Legion plan, if approved | 
Congress, stands to be the most cost 
of these pension programs. As the chat 
shows, annual cost of a veterans’ old-ay 
pension would start at $1,184,310,00) 
now, rising to about $6,800,000,000 , 
year by 1980. Yet, if all othe: play 
mature, Social Security pensions ani 
union-industry pension plans also coull 
run into billions of dollars yearly in an 
less prosperous period ahead. 


Cost of Veterans’ Pension Pla 


(Based on monthly rates of °60 for every veterat 
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YEARLY COST 


$1,184,310,000 


over age of 55, *75 if over 65) 
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$3,394,800, 000 
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eral old. Europe is setting the stage for the U.S. to take its next big step, one for 
n. Ith the history books. What you find, on unraveling the official language, is this: 


Be Transatlantic alliance is now formally requested by Western Europe. 
a But an alliance is only half of what Europe asks. Here's the other half: 

1 Military lend-lease, a flow of guns, tanks, planes, munitions from the U.S. 
ved by to Western Europe, is sought to make the new alliance amount to something. 
ae Both these ideas--idea of a transatlantic union, idea of lend-lease-- have 
Id-ag been hinted at since last spring. Now they're out in the open. 
310,00 They are beyond the idea stage, are in fact very close to point at which 
en the U.S. has to say yes or no. They are to come before the U.S. President-elect 


r plan 
and 8lst Congress as a first order of business, marked "Urgent," "Do not delay." 


is an 











could 

me Meaning, once you bring the whole business down out of the clouds, is this: 
U.S. arms are to flow across the Atlantic to Western Europe to put strength 

in the alliance, make it so strong Russia won't attack, may even offer real peace. 
U.S. Supreme commander is to head a transatlantic staff, work out strategy 

of defense, disposition of forces, Supply problems, get all the planning done. 
U.S. troops, if necessary, are to fight alongside British, French, others 

in Europe against a Soviet invasion of Belgium, say. That's just an example. 
U.S. frontier is thus to be located overseas, somewhere in Europe. 











Defense pact, 1948 form of collective security against Russia, is the idea. 

Soviet aggression against any nation in the alliance is to be considered as 
aggression against all of them. Moscow is not to pick them off one at a time. 

Anti-Soviet line-up, membership of alliance, starts with Britain, France, 
the Low Countries, now is to include U.S. and Canada, if all goes well, maybe 
Latin America as well, maybe Norway, Italy and others in Western Europe too. 
Ultimately, alliances may line up the whole non-Soviet world against Moscow. 

This is about how the alliance would work: 

Soviet attack sets off signal for a quick huddle by full membership of the 
alliance. Question is what to do: Apply economic sanctions? Go to war? Or what? 

If it's to be war, final decision is still up to each member of alliance 
whether to declare war, send troopsS--or perhaps sit this one out. 

At least, that is the official interpretation to be expected. U.S. deci- 
sion, thus, would be made by U.S. Congress in Washington, not by an ally far away. 

Fact is, of course, that whole idea of alliance doesn't make much sense if 
allies are likely to pull back, refuse to fight, when faced by aggression. 

Further fact is that preparatory work of alliance, joint planning, pooling of 
supplies, draws members close together, really amounts to a moral commitment. 

(over) 
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WORLDGRAM-- (Continued) 





>> Top diplomats in London and Paris, at the same time, realize that a treaty 
binding U.S. to Western Europe is a big step for U.S. Senate to take, realize, too, 
that Americans have memorized Washington's advice on "entangling alliances." 
Europe, nevertheless, expects the U.S. to sign up, for two reasons. 
Idea of alliance, for one, is as much America's as Europe's. Mr. Truman 
hinted at it last March. Vandenberg Resolution, passed by Senate, went further. 
Soviet conduct, moreover, is counted on to drive U.S. into an anti-Soviet 
alliance, into reviving.lend-lease. It has worked that way in the past. 








>> Reaction of Moscow to this situation is to push ahead with two plans. 

Plan No. 1 is the peace offensive. It is designed to convince the world 
that Russia seeks only peace, that rearmament, anti-Soviet pacts are not needed. 
Plan No. 2 calls for world revolution, a Communist world, to be brought 

about by Moscow's "fifth column," the Communist Party and its friends abroad. 

The two plans aren't as contradictory as they may appear. Under Plan No. 1: 

Premier Stalin breaks a long silence to paint the U.S. aS warmonger. Even 
so, he adds, war is not to be expected. Workers, voters won't stand for it. 

Troop withdrawals from Germany, as from Korea, are hinted by Moscow. Simul- 
taneously, U.S. is urged to pull its troops out of Greece and elsewhere. 

Hints, talk, proposals of this sort add up to a peace offensive. At the 
same time, it ties in rather neatly with the needs of world revolution. Workers 
in all countries are invited to line up with Russia against the U.S., on grounds 
that Russia means Marxism and peace, whereas the U.S. means capitalism and war. 
Peace talk thus can make useful ammunition for the "fifth column" almost anywhere. 








>> Way the "fifth column" works, way it reaches out to involve more and more 
countries, shows up in France's struggle between Government and coal miners. 
Communists call strike as one of a series, in their fight against Marshall 
Plan. Wage demands, rights of miners are incidental. Wrecking of Plan is aim. 
Government then orders troops out to keep mines in working order, prevent 
serious damage. There are arrests, some shooting, plenty of resentment. 
Miners abroad are then heard from, through their union leaders, berating the 
French Government for using troops, offering sympathy and help to the miners. 
Result, of course, iS a propaganda victory for the "fifth column," both in 
France and in other countries as well. Facts in the case are lost sight of. 
Repercussions now worry the British, especially. Until recently, they felt 
secure against the "fifth column," thought they had Communists well in hand. 
Now they are not so sure. British Communists no longer look so harmless. 
Quarrel within Mineworkers' union points up the problem. Communist secre- 
tary, following party line, has urged support for French miners. Other officials, 
anti-Communist, oppose this, reprimanding secretary, yet fear a split in ranks. 
Danger is a similar split throughout British labor, hamstringing production. 
What's happening in France, British fear, might happen in Britain. 








There's very little evidence, on the other hand, that Moscow's "fifth col- 
umn" can claim much credit for the current crop of revolutions in Latin America. 

Revolts in Peru, Paraguay trace to old-fashioned struggle for power, the 
kind that has caused uprisings in 10 Latin-American nations so far this year. 

Next _ in line may be Honduras, where a new President is soon to take office. 
"Fifth column" may become a big factor in Latin America, but it isn't yet. 
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Now there’s a new kind of dial telephone service 
that can be extended wherever telephone lines 
exist—not only in big cities but even in small rural 
communities where automatic operation used to 
be considered impracticable. It’s Federal’s low- 
cost ROTARY ... the modernized, efficient, depend- 
able dial system developed by IT & T engineers. 

This rugged, simple, flexible system can be eco- 
nomically installed ... profitably operated .. . 
rapidly expanded. Heart of the system is the in- 





IT’S MAKING TELEPHONE HISTORY 


Federal’s Rotary Automatic Switch Opens the Way 
to Expansion in the Telephone Industry 


genious, long-life Rotary Automatic Switch shown 
below ... with fewer components ...less adjust- 
ments ...and, under normal care, no piece part 
replacements. 

I T & T’s associate, Federal Telephone and 
Radio Corporation, is now producing Rotary in 
the United States as a fully developed operating 
system...backed by years of success in many lands 
...in exchanges that faithfully serve more than 
2,000,000 subscribers. 





INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 
67 Broad Street, New York 4,N.Y. 
U.S. Manufacturing Subsidiary — Federal Telephone and Radio Corporation 


1T& T COMMUNICATIONS 





I T & T is the largest American system of 
international communications. It includes 
telephone networks in many countries, 
47,000 miles of submarine cable, 6,600 miles 
of land-line connections, over 60 interna- 
tional radio-telegraph circuits and more than 
50 international radiotelephone circuits. 


ORLD UNDERSTANDING 





1T&T DEVELOPMENT AND MANUFACTURING 
Associates of I T & T maintain electronic 
laboratories in the United States, England 
and France, and operate 31 manufacturing 
plants in 22 countries which are contribut- 
ing immeasurably to the rehabilitation and 
expansion of communication facilities in a 
war-torn world. 


THROUGH 























Rotary Telephone Switching is only one of 
Federal’s complete line of communications equip- 


ment meeting all commercial and military needs. 
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How much plywood is being 
manufactured today? 
In 1948, output of the Douglas fir plywood 
industry will exceed 2,000,000,000 square feet 
—an all-time record. Here’s a comparison 
with recent years: 
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Where is plywood going? 
To every state in the nation. Almost all fir ply- 
wood is used in the United States. 


What is the distribution pattern? 
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Why wholesale distributors? 


Fir plywood is manufactured in one corner of 
the nation, marketed throughout the 48 states. 
Distributors perform many functions—main- 
tain stocks, assume credit risks, supply the 
nation’s 25,000 lumber dealers and thousands 
of industrial users who find this “modern 
miracle wood” vital in the manufacture of 
their products. 


eh. F Why lumber dealers? 
q Lumber dealers supply contractors, carpenters, 
cabinet shops, home-owners, home-builders, 
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farmers, sign and display shops, amateur crafts- 
men and many other users. In 1948 lumber 
dealers are handling 1,062,000,000 ft. of ply- 
wood, with a large percentage of this going 
into new and remodeled homes. 


What about industrial users? 


Historically important plywood customers — 
largely using grades, thicknesses and sizes not 
ordinarily handled by retail dealers—industrials 
get about 15% of fir plywood production direct 
from manufacturers, and additional quantities 
from distributors and dealers. Included in this 
group of users are railroad car shops, truck 
builders, door factories, furniture manufac- 
turers, prefabricators, boat builders, etc. 


Why is plywood demand so great? 


Plywood is literally “The Wood of 1000 Uses”’. 
It is used in houses, garages, industrial build- 
ings... in barns, silos, rowboats, yachts, tuna 
clippers .. . for signs, tables, concrete forms, 
track shims. 

The list is long...and constantly growing. For 
Plywood’s many unique advantages make it 
one of the most versatile of all building ma- 
terials. Plywood is “‘engineered’’ wood — real 
wood in large, rigid, cross-laminated panels 
... light, strong, puncture- proof, split-proof 
... durable, easily worked either with hand 
or power tools. 

The complete allocation of plywood for war— 
for use in PT boats, aircraft engine crates, 
barracks, pontons, and thousands of other 
items — created a tremendous back-log. Today's 
high economic tempo, plus that back-log, puts 
total demand at an unprecedented level. 


Is productive capacity being expanded? 


Yes. Here’s the picture: 
1938 . . 21 factories 
1941 .. 31 rf 
1945... 31 " 
1947 |... 73> .. 
1948 . . 42 ~ 
. 11 factories being built 


Is plywood as good today as prewar? 
It is better. Performance requirements set forth 
inthe new U.S. Commercial Standard CS45-48 
(effective Nov. 1) are the most rigid ever 
specified. This applies both to Exterior-type 
(waterproof bond) and Interior-type. 


Are plywood grades the same as prewar? 
Yes...and better in many respects. Further, addi- 
tional appearance grades of both Exterior and 
Interior types have been developed to meet 
specific needs and for highest utilization of 
raw material. For efficient production and use, 
several sizes are offered; new, simplified A-B-C 
grade identification has been adopted. 


The most versatile of all plywood grades is the 
“one side” material—having one face suitable 
for fine finishing. Manufacturers are turning 
out 66% of production in this material. 


Why are prices higher than prewar? 
Prices for plywood at the factory are set by the 
individual manufacturer, reflecting individual 
operations and determined by his costs. 


Raw material (logs) and labor account for 
some 80% of production costs. Wage rates 
have more than doubled since 1941. Log costs 
have about tripled. 


Did the war disrupt distribution? 
Greatly. Through 100% WPB allocation for 
many years... through changes in population 
ratios, business activity ratios, plywood use 
ratios. 


What has happened postwar? 

After wartime allocation, plywood was allocat- 
ed to veterans housing in 1946 and 1947. Allo- 
cation, in many instances, upset historical pat- 
terns of plywood distribution. The results of 
abrupt changes under allocation are not 
immediately neutralized. 


During the war, too, many individuals and 
firms became fully acquainted with plywood’s 





DOUGLAS FIR 
PLYWOOD 
Large, Light, Strong 
Real Wood Panels 


outstanding advantages, and are now using 
plywood in greater and greater quantities. 
This created new customers—new uses—new 
demands. 


What's ahead in fir plywood? 


1—Continued increased production, with a 
higher proportion of Exterior-type (water- 
proof bond)—the all-purpose material for 
siding, farm uses, marine uses and count- 
less other outdoor applications. 


2—Continued conservation of the natural re- 
source —timber—through higher raw ma- 
terial utilization, the production of grades 
for specific uses, the manufacture of several 
standard panel sizes tailored to economical 
use and production. Further development 
of new products such as overlaid plywood, 
extra-size panels, and the manufacture of ply- 
wood from woods other than Douglas fir. 


3—Continued sale of a high proportion of 
production through distributors and deal- 
ers—and continued supplying of industrials, 
long-time, important plywood users. 


4—Constant betterment of product, through 
research and testing—with higher perform- 
ance standards for both Exterior-type and 
Interior-type—pointing to ever-greater 
plywood usefulness. 
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An Intewiew: U.S. AND RUSSIA FACE TURMOIL 
FOR A LONG PERIOD OF TIME 


— Says Eric Johnston 





EDITOR’S NOTE: Eric Johnston, president of the 
Motion Picture Association of America, has just 
returned from a two-month tour of Western Eu- 
rope and countries behind the Iron Curtain, in- 
cluding Russia. On this trip he talked with heads 
of states—such men as Foreign Ministers Molotov 
of Russia and Bevin of Britain, Marshal Tito of 
Yugoslavia and Generalissimo Franco of Spain— 
and with leading world figures in many fields. 

Primarily, his trip was in the interest of the 
American motion-picture industry. American mo- 
tion pictures are being shown in every country in 
the world except Russia and Yugoslavia. Mr. 





oe 


Johnston made it unanimous by coming to terms 
in principle for the sale of American films in both 
countries. 

As one of the few American businessmen to get 
behind the Iron Curtain and into Russia, Mr. 
Johnston has brought back a fresh point of view 
on affairs in that part of the world. In response to 
the invitation of the editors of U.S. News & World 
Report, Mr. Johnston came to our conference 
rooms for a comprehensive interview dealing with 
the information and impressions he brings out of 
Eastern Europe. The discussion is presented here 
in the following questions and answers. 


es) 





Q Mr. Johnston, what differences did you notice 
in Russia compared with 1944 when you last were 
there? 

A There is some improvement in living standards. 
There is less friendliness for foreigners than there was 
in 1944. 

Q Is that due to a belief that we are hostile to them 


or because they want to keep in a self-contained © 


position? 

A It is very difficult to answer intelligently. I would 
say it was a mixture of both. 

Q Is the Russian Government encouraging business- 
men from the U.S. to visit Russia? 

A Fur traders have been encouraged to visit Russia 
to buy furs. There was a big fur auction in Leningrad 
in either July or August of this year. There were a 
number of American fur buyers on hand and there 
were sales of several million dollars’ worth of furs. 
As a rule, however, very few foreigners are allowed. 
My visit was unusual. 

Q Can you tell us your views of how these two 
nations, Russia and the United States, might get 
closer together, how some of the obstacles to under- 
standing might be removed? 

A The differences between us are basic and perhaps 
irreconcilable, but that doesn’t mean we should stop 
trying to live in peace. 

Q What is a starting point? 

A We must first, in my opinion, understand Com- 
munism, its motivating force, what makes it operate. 
Why are people Communists? People are Commu- 
nists for different reasons—the workingman who may 
be impoverished is a Communist for one reason. The 
intellectual is a Communist for another reason. We 
must understand that. Then, if we do comprehend 


the problem, we must begin to devise ways and meth- 
ods of correcting the situations and attitudes that lead 
to Communism. We cannot eradicate Communism by 
blind fury. We cannot do it by war, because wa 
would not destroy Communism, in my opinion. We 
cannot do it by invective, because invective solve 
nothing. 

We could make progress if people of the Wes 
could come in contact with people in Russia and with 
those back of the Iron Curtain. The more contact we 
can have in the Soviet Union—through motion pic. 
tures, periodicals, radio—the better it will be. This 
will not cure the problem, but it will help. 

Q How will that help? 

A One of the great fears of Europe, inspired by 
Russian propaganda, is that America is imperialistic— 
I am talking of the liberais in Western Europe, thos 
men and women who are not Communists and do no 
want to be Communists. Many of them have great 
misconception about the United States. We can do 
something about that. We can bring over labor-union 
leaders to America—let them see that we do have 
wooden houses, that some of our houses do not have 
bathtubs, that we are not a superrace with supet- 
gadgets. We can bring over newspapermen and Ie 
them see how we operate. The same thing can be dont 
with schoolteachers. 


Developing ‘A Sense of Belonging’ 


Then there is another point. We have got to let 4 
man in this country develop a sense of belonging. Ont 
of the things that impressed me behind the Iron Cur 
tain was the attitude of the people. In Belgrade they 
are building a great motion-picture studio, which wil 
take until 1952 to complete. What do people say i 
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Western nations need to remain strong but effort for peace must go on— 
Communists. are sure that capitalistic countries will collapse— 
They‘re hard bargainers, less friendly to foreigners 


Belgrade? Not that “This is the ‘Whoosit Motion Pic- 
ture Studio.’ ” But: This is our motion-picture studio.” 
“This is our factory.” 

Q Do you think that such an attitude can be devel- 
oped in the U. S.? 

A Yes, but it will be a long process. It is a process 
that needs to be started. 

Q But that does not provide the answer to the 
present problem, does it? 

A That is true. Our most urgent need is to remain 
strong, strong in a military way and economically. In 
the animal world, a weak member does not attack a 
stronger one. The difficulty about remaining strong in 
a military way is that in a democracy, after one or 
two or three or four or five years, we say: ‘““Why should 
we keep on with all this armament? We’re not going 
to have war—let’s cut armament and reduce taxes.” 
This, in my opinion, is the time when we move into 
a vulnerable position. 

Q Why is that so? 

A My impression from talking to the leaders behind 
the Iron Curtain is that they are convinced that the 
Marxist doctrine is right—that capitalistic countries 
will collapse. They are perfectly willing to wait for a 
reasonable length of time to have that occur, because 
they are sure it is going to occur. Their timetable is 
off now—they thought we would have a depression 
this year. But they are willing to wait for another year 
or two or three. 

They also are sure in Communist countries that we 
are going to have disunity within the United States. 
They are surprised that this election has gone as 
smoothly as it has. They cannot understand why 
Henry Wallace has not gone further than he has. 
When I told them that, in my opinion, Wallace would 
not get more than 2,500,000 votes they thought some- 
thing was wrong with me. 


Tension as Continuing Policy 


Q What is the reaction over there when expected 
developments do not occur? 

A They then are willing to wait, but are always 
teady to promote tension and turmoil. Berlin by itself 
isunimportant, in the sense that if you settle the Berlin 
issue there will be others. We are going to be in turmoil 
for a long period of time. That is what our people 
do not seem to understand. They seem to think 
that if the Berlin issue is settled, everything will 
be all right. Actually, it will be followed by some 
other crisis at another point. If our people could 
oily understand that the abnormal is normal from 
tow on, that would help. Other people are much 
more patient than we. 

Q Do you think that the Communists realize how 


ERIC JOHNSTON 


fear of war tends to cause this country to strengthen 
itself? 

A Yes, I think that they understand it. In fact, I 
think they have a very good knowledge politically of 
America and I think that they have a very good 
statistical knowledge of America. I think, however, 
that they have no knowledge of America from the 
human point of view, no understanding of American 
psychology. They know the statistics and can quote 
them better than I can. Four years ago when I met 
Stalin, I was amazed at his background of statistical 
knowledge. Stalin quoted things about America that 
I did not know, and I was president of the Chamber 
of Commerce of the U. S. 

Q What you are saying in effect is that America 
as now constituted and Russia as now constituted can 
never get along? 

A I am saying that unless there is a change, and 
change may occur over a long period of time, then 
there may be trouble. But if Western Europe can grow 
prosperous and if she can retain prosperity, that will 
serve as a magnet to draw other people to the ways 
that we know. 

Q Well, along that line, do you think the pictures 
you sell them give the Russians a pretty good idea of 
America? 

(Continued on page 36) 
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A Yes, I think they will. The pictures we sell 
them will give them a balanced portrayal of the 
American scene. 


Selling U.S. Movies to U.S.S.R. 


Q But they can choose or reject pictures, can’t 

they? 

A Yes. Let me tell you the terms under which 

the sale was made: 

One: The sale of our films in Russia is in no way 

conditioned on the sale of Russian films in America. 

Two: The Russians agreed to buy 20 pictures 
from a selected list of 100 pictures we will submit 
to them. I insisted on selling a block of 20 pictures 
the first time because, in my opinion, it is not 
possible fairly to judge a country by a single picture 
any more than a single periodical or newspaper. I 
felt this would give Russia a balanced diet of 
American films. 

Three: The Russians can make deletions, but no 
additions can be made to the pictures. 

Four: The pictures can be shown only in the 
Soviet Union and nowhere else. 

Five: Payment will be in dollars in New York. 

The Soviet officials were insistent at the begin- 
ning of the negotiations that if they bought pictures 
from us, we should guarantee the showing of a 
number of theirs in the United States. 

I was emphatic in telling them why we couldn’t. 
I explained to them that we had a free market for 
pictures of all countries, and that included Russia. 
I pointed out that we have more than 18,000 
theaters in America—owned by thousands of differ- 
ent people. There is no way to force those theaters 
to take any pictures they don’t want, any more than 
there is to force audiences to see them. 

They had a difficult time grasping this. Their 
20,000 or so outlets for pictures are owned and con- 
trolled by the state. And their pictures are made 
by the state. So they asked “How can we get our 
pictures shown in the United States?” I found my- 
self giving an elemental discourse on film distribu- 
tion in America, telling them that in our free 
market they could negotiate with any exhibitors 
they liked. I am not sure they understood, and 
there are times when they must have thought I was 
a man from Mars. 

Q Did you find the Russians hard bargainers? 

A Yes, they love to haggle and bargain. We had 
to debate every little point. They even said the 
House Un-American Activities Committee had 
made us incapable of producing films free from 
thought control. I emphatically denied this. I 
pointed out that we had no thought control-in 
America. I told them that while they may not have 
an Un-Russian Activities Committee, the Soviet 
Government dictates everything that goes into their 
films. That is one of the reasons for low production 
of films in Russia. 

Q You said they agreed that they could delete 
but not add anything to the pictures? 





A Yes, and I want to re-emphasize it now. They 
can delete from any picture, but they cannot make 
any additions either in language or in scenes. 

Q Have you any way of checking on that? 

A It’s going to be difficult, but we will have 
ways of finding out how our pictures are shown 
in Russia. 

Q Do you think they might be able to make 
changes which would give a distorted version of 
the American way of life? 

A They will find it tough to do. I’m reminded of 
two attempts to use American pictures as anti- 
American propaganda. Both attempts backfired. 

One case involved the picture, “Grapes of 
Wrath,” based on the Steinbeck novel. The Ger- 
mans left it in Yugoslavia. The Yugoslavians edited 
it and renamed it “The Paradise That Is America.” 
The audiences were supposed to be impressed by 
the suffering and misery of the migrant workers. 
But what really impressed them in Belgrade was 
the fact that the American migrants drove off in 
their own jalopies when they were chased out of 
shanty town. The effect wasn’t detrimental to 
America at all. It was helpful. 

Then there was the time when the Russians 
picked up an American newsreel of a riot in Detroit. 
A policeman felled a man with his club. The audi- 
ence was supposed to be impressed by the brutality 
of the “capitalist” police. It wasn’t. This is what 
caught their attention: When the man fell, his shoes 
were right in front of the camera, and the spectators 
turned to each other and commented on the won- 
derful shoes he had on. 

Even the propaganda experts get tripped up on 
audience reaction. But, I think foreign audiences 
are most impressed by the sense of freedom of the 
individual which inevitably pervades our pictures. 
It isn’t deliberate. It’s a natural reflection of life 
as it is in America. 


Voice of America’s Success 


Q What about the Voice of America? Did you 
find out how it’s getting across? 

A I heard the Voice of America while I was in 
Moscow. It’s doing an excellent job. The Madame 
Kasenkina case is a good illustration. The Voice of 
America told the full story—which was a complete 
contradiction of the story as Pravda told it. I don’t 
know how many Russian people heard it, of course, 
but I do know it was undoubtedly spread around by 
grapevine. That is an old Russian institution—and 
you can’t jam a grapevine. I don’t know whether 
the people believed the Voice of America story, but 
obviously it would raise doubts in their mind about 
their own one-sided versions. 

There are so many misconceptions about Ameri- 
can life behind the Iron Curtain, I believe the most 
important thing we can do at this time is to main- 
tain whatever contacts we can with the people there. 
Our best bets are the radio and the motion picture. 
There are few foreign periodicals in circulation. 
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Herbert Brownell, Jr., the Dewey 
mpaign manager, has become the Jim 
ley of the post-Roosevelt era. Mr. 
ownell, quietly tenacious, spent years 
uming and plugging to put his old 
end Governor Dewey in the White 
juse, just as Mr. Farley did for Frank- 
D. Roosevelt. 

For years, Mr. Brownell helped to 
ape the Dewey political carreer. With 
hers, notably Edwin F, Jaeckle and J. 
ssel Sprague, New York Republican 
ganization leaders, he devised the un- 
ual strategy of Mr. Dewev’s 1948 cam- 
ign. This strategy of “coasting” into 
e Presidency with speeches limited to 
rounded generalities, of avoiding 
nched-fist tactics that leave postelec- 
nbruises, has aroused amazed comment, 
The story of how this campaign plan 
ignated and was carried through is 
rgely the story of Mr. Brownell and his 
onspicious but important activities. 
is a tale that, with the campaign 
pw over, can be told in detail for the 
st time. As those who watched from 
e inside tell the story, three basic fac- 
rs controlled from the start. 

Campaign basis. Mr. Dewey con- 
led himself responsible for the Presi- 
pncy from the moment of his nomination 
President in effect if not in actuality. 
All the poll takers and G.O.P. political 
ders agreed that Mr. Dewey was very 
rahead of President Truman. 

Ahard fight for control of the Senate 
y ahead, a situation that had worried 
e Dewey group for more than a year. 
Campaign plans had to be fitted to 
ese three basic factors. Nothing should 
done, it was thought, that would create 
ssension in the country for which Mr. 
wey already felt himself responsible, 
thing that would complicate his post- 
ction problems, Care should be taken 
bt to upset the delicate negotiations 
broad. And all possible assistance should 
Pgiven to G.O.P. senatorial candidates. 
Talk. For three weeks, the Dewey 
oup intermittently talked over the pos- 
le approaches—Mr. Brownell, — soft 
ken, thoughtful; Mr. Jaeckle, brusque, 
se-crackingly impatient of too much 
k; Mr. Sprague, alertly realistic, and 
wernor Dewey, mostly listening. Gov- 
or Earl Warren of California, the vice- 
esidential nominee, joined the group. 
The consensus was that Mr. Dewey 
ld win with a front-porch campaign, 
he chose. The idea was discussed, but 
‘ruled out, It was considered old- 
hioned, and it offered few possibilities 
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Formula for Victory Used by Mr. Dewey's Campaign Managers: 
Four Years of Planning by Messrs. Brownell, Jaeckle, Sprague 
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MANAGER BROWNELL 
A new twist: ‘‘coasting” instead of clenched fists 


Mr. Brownell thought, too, that there 
was an obligation upon Mr. Dewey to 
show himself to the country, let the voters 
meet and measure him. Agreement was 
reached without much difficulty. 

The result was a plan for Mr. Dewey 
to speak in virtually all sections and urge 
the election of Republican Senators and 
House members, But otherwise, lest ani- 
mosities be created at home and the for- 
eign situation irritated, he would avoid 
personalities and speak softly, if at all, 
on issues:that arouse hot dispute and 
create enemies. 

Behind this shadowboxing campaign, 
there lay, too, the memory of Mr, Dewey’s 
unsuccessful bid for the Presidency in 
1944. In that year, he was drawn off 
guard by President Roosevelt’s taunting 
speech to the Teamsters Union, based 
much of his campaign on personal slug- 
ging, and was beaten. The mistakes of 
1944, if there were any, would not be 
repeated, 

In practice. In September, the Dewey 
“team” dispersed. Mr. Dewey went on 
the road. Mr. Jaeckle took hold in Albany, 
but frequently was on the Dewey special. 
An organization politician, who came up 
through the wards in Buffalo, he was in- 


valuable in greeting local candidates and 
delegations when they boarded the train. 
Mr. Sprague, whose bailiwick is Nassau 
County, the wealthy, fast-growing Long 
Island area adjacent to New York City, 
took charge in New York, with occasional 
money-raising expeditions about the East. 

Mr. Brownell moved into Washington 
and took general charge. For the first 
time in 20 years, G.O.P. headquarters 
were in the capital rather than in New 
York City. As campaign manager, he 
kept a close watch on everything, and 
particularly the apportionment of money 
to sections where it would do the party 
the most good, From time to time, he 
issued statements under his own name, 
somewhat sharper than the pulled 
punches of Mr. Dewey’s addresses, but 
still held within the confines of the gen- 
eral campaign scheme. 

Throughout the campaign, Mr. Dewey 
kept rigorously to that strategy. When, 
in the closing week, he applied the po- 
litically mild epithet of “mudslinger” to 
Mr, Truman, it came as a surprise, and 
some thought the campaign might at last 
be warming up. 

Of course, it was implicit in the plan 
that if Mr, Truman ever should threaten 
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Freijla’ Problems 


( Whether you’re in the North, 
South, East or West... your 
freight moves efficiently via 
the strategically located 
Wabash to and through 
“The Heart of America.” 


You can save time...avoid costly 
delays... by choosing a Wabash 
route to by-pass the great termi- 
nals. Or, Wabash can “highball” 
your freight to these terminals 
directly. 


To get to the “heart” of your 
freight problems, just phone your 
nearby Wabash representative... 
and speed your freight to and 
through “The Heart of America.” 


C. J. SAYLES 
General Freight Traffic Manager 
St. Louis 1, Mo. 
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the Republican lead, Mr. Dewey then 
could start slugging. But, in the opinion 
of the strategists, such a switch in tactics 
did not become necessary. 

The general strategy, however, did 
have two unexpected results, 

The Senate. Mr. Brownell got the 
Senate contests off to a good start. The 
special session of Congress, after the 
conventions, he and other Republicans 
regarded of course as a Democratic move 
to create Republican dissension, All the 
Republican congressional leaders had 
been candidates for the presidential nom- 
ination, and he feared it might be easy to 
get them into a row. But Mr. Brownell, 
already installed in Washington, met 
with Senate and House leaders. He made 
plain what the Democratic intention was. 
He counseled co-operation, kept in touch 
and the session ended without Republi- 
can eruptions. 

Mr. Dewey’s campaign followed, how- 
ever, and many think that its very mild- 
ness left Republican senatorial nominees 
in a shaky position in a number of States. 
By raising issues, making a fight of it, 
| political experts think, Mr. Dewey might 
| have achieved a bigger popular vote, 
| which would have helped the party’s 
| Senate candidates very greatly. 

The candidates themselves (excepting 
Senator Chapman Revercomb, of West 
Virginia, who got no assistance) were 
pleased and grateful for Mr. Dewey’s 
help. But State and local leaders were 
vexed in many cases. Without issues, they, 
and the national leadership, too, found 
it difficult to raise campaign funds. 

Money. In fact, the party, nationally, 
fell far short of its money goals. Under 

| the law, it is limited to $3,000,000 a 
year, In 1944, contributors were so en- 
thusiastic that some $200,000 had to be 








CAMPAIGN TEAM: BROWNELL, JAECKLE, SPRAGUE 
| In equal parts: thoughtfulness, brusqueness, alertness 
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refunded, to keep within the maximum, 
This year, the best efforts of Harold E. 
Talbott, an industrialist who has beep 
raising money for Mr. Dewey’s political 
enterprises for years, brought in only 
$1,400,000 from January 1 to October ], 
Many are said to have felt that “it’s in the 
bag, anyway, so why should I shell out” 
The nature of the campaign did the rest 
to discourage donors. 

Mr, Brownell, whose acquaintanceship 
is broad, helped with the money raising 
too. But, beyond that, he had laid a firm 
foundation on which the whole campaign 
rested. 

Planner. So far as Mr. Brownell was 
concerned, the 1948 campaign for Mr, 
Dewey began at the moment of his 
defeat in 1944, Mr. Brownell then was 
Republican National Chairman, He 
stayed on and began reorganizing, bring. 
ing in workers, putting things on a 
smooth and effective operating basis for 
the between-campaigns period. He tre- 
signed the Chairmanship in 1946, 

When Mr. Dewey was nominated this 
year, the party was ready to go. It had 
personnel that was trained to its jobs. De- 
partments were set up and equipped. 
There was a mailing list of 250,000 Re- 
publican workers the country over. There 
was an $800,000 surplus in the treasury 
to carry through the summer months 
when contributions always are slow. This 
was far different from 1944 with its 
small staff, initial shortage of funds, and 
scramble for volunteer workers. 

Efficiency paid off, because Mr. Brown- 
ell found that campaign costs, printing, 
salaries, wages, radio time and the like 
had risen 35 per cent and there was less 
money to spend than in 1944, 

Old friend. For Mr. Brownell all this 
was a labor of love accomplished for an 
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old friend. When he and Mr. Dewey were 
5 young lawyers, come to New York from 
the Middle West, they met as Republican 
precinct workers, In 1931, Mr. Brownell 
ran for the New York Assembly. Mr. 
| Dewey was his campaign manager. One 


in the @ of their campaign innovations was re- 


cordings of Mr. Brownell making a 
speech, with an introduction in Mr. Dew- 
ey’s now well-known baritone, Tammany 
beat them. 

The next year, Mr. Brownell ran again 
and won. He stayed on in the Assembly 
until 1987. Meanwhile, Mr. Dewey had 
> become New York’s gang buster, and 
Mr, Brownell was helpful with the legis- 
lation he needed to curb the rackets, Mr. 
Brownell also achieved a considerable 
reputation as a liberal in the Assembly, 
by backing bills for governmental reforms, 
for liberalizing old-age pensions and 
creating the New York City Housing 
Authority. 

In 1937, Mr. Brownell withdrew from 
politics to return to his law firm. Mr. 
Dewey ran for Governor that year and 
was beaten. But in 1942, with Mr. Brown- 
ell again his manager, Mr. Dewey was 
elected. Since then, Mr. Brownell has 
overseen his every political move, 

Government job? The resemblance 
of Mr, Brownell’s career to that of Mr. 
Farley is striking in many of its aspects, 
although their personalities are as strik- 
ingly dissimilar, The one big difference, 
however, is that Mr. Brownell wants no 
Government job. By his success with 
Congress and with politicians he emerges 
asa man who might be invaluable to Mr. 
Dewey in Washington. What Mr. Brown- 
ell wants, however, is to go back to his 
New York law practice. He can be helpful 
from there, of course, And he started 
packing before election day. 
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MONEY RAISER TALBOTT 
In 1948—no refunds 
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“Rich mans toy | 


That's what “wise guys” of the 1880's called the newfangled electric 
service. And that’s all it might be today —IF ... 

IF people hadn’t risked their savings to start electric companies and 
to keep them growing. 

IF others, often against expert advice, hadn’t poured out their energy 


and time — to extend the wires farther and farther, make the service 
better and better, bring the rates lower and lower. 


They took the risks — they developed the skills — and everybody 
benefits. That’s the way the American business system works. 


Rich man’s toy? Today, electricity is everyman’s good right arm! 


America’s business-managed, tax-paying 


ELECTRIC LIGHT AND POWER COMPANIESA@ Sa 


* Names on request from this magazine 


HELEN HAYES becomes permanent star of THE ELECTRIC “wig $3 
THEATRE! Hear it every Sunday, CBS, 9 P.M., EST. * . 
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4 “In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 

tial that public opinion should be enlightened.” 
GEORGE WASHINGTON 
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(These two pages present each week the opinion of The Editor, Thy of U. | 


other members of the staff, who report, interpret, and forecast no ternatti 
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THE NEXT PRESIDENT’S OPPORTUNITY back: 


By DAVID LAWRENCE upresic 
‘dome 

Election day 1948 represents the end of an epoch. plant and equipment and more industrial and agr.} 
5 howeve 
It has been composed of two seven-year cycles: cultural services than the world has ever known. lth a 
from 1934 to 1941, when economic recovery from de- How, it may be asked, will all this influence nationa}. jn 
pression set in, and from 1941 to 1948, which saw a and international policies, whose impact nowadays is ge 

major war and its sequel—world-wide inflation. so closely related to the ups and downs of our ero. 

s : ateaed next Je 
What has been happening since V-J Day may be nomic life? iter 
called Transition. First, it may be asserted with confidence that the caiital 
What is to happen in the years immediately ahead philosophy of those who believe nature can take it oe 
may be termed the beginning of the real Postwar Peri- own course and that all things will be well if the gov. vk a 
od. It is to be a cycle in which the United States and ernment lets the forces of nature operate is a piece of nae 
the world are to endeavor to readjust to some form of wishful thinking—theoretically defensible but realis. a 


stability, to some plateau-like line on the graph, with 
perhaps moderate deviations. This does not imply that 
prewar prices or conditions will ever return but recog- 
nizes merely that the world, with characteristic real- 
ism, must adjust itself to those new postwar conditions 
which may last a long time. 

Irrespective of the outcome of the election, the next 
presidential term has been beckoning to us for many 
months as the period of opportunity. It was inevitable 
that in a presidential-election year governmental ac- 
tion should be stymied. For even with the best inten- 
tions, both parties feel an urge to delay any decisive 
steps of a long-range nature. 

The time, therefore, to make long-range policy has 
arrived. 

Some realistic facts: We know now that the na- 
tional debt of $252,000,000,000 cannot be paid off in a 
generation. We know that “cheap dollars,” in the sense 
of low purchasing power, are to stay with us for 
another long epoch. We know that the government 
must collect many of these cheap dollars to re- 
tire the debt gradually and maintain a relatively low 
interest rate for government financing. We know also 
that the United States cannot live as an isolated unit 
in the economic world but must play the part of 
banker with capital funds and of protector with 
military power to the rest of the world. 

We know, moreover, that with the enormous in- 
crease in world population there are more mouths to 
feed and more bodies to clothe than ever before and 
that prewar figures on consumption demand must be 

qatevised upward. We know that there is need for more 


tically indefensible. aw 

Second, it may be asserted also that the common veoh 
denominator of the 40,000,000 to 50,000,000 voters of 
the nation is economic well-being and that the polit. 
ical party which clings solely to the doctrine of the 
survival of the fittest will not survive the next election, 
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Making -‘free enterprise’ work: It was Theodor) Qyr + 


Roosevelt, a Republican President, who at the tuo} an actiy 
the century began to recognize the importance of what ' stronger 
he termed a “new nationalism”—national power &f reorgani 
contrasted with the power of the states in our domestit } system 

affairs. But even before his time, the Republican party | health, ; 
in 1890 saw in the formation of big corporations a df sufferin, 
vice that could by its abuse lead to monopoly and tht}, This , 
strangling of competition. Today all sides pay homag)) 
to the theory of anti-monopoly, but all sides do not 









nomic power is in the public interest or beneficial om 
the economic well-being of the maximum number df 
voters. 

When business men and some labor leaders and tht tj 
organizations that speak for them declare for th 
“preservation of the free enterprise system,” there at biggest s 
observers who see in the phrase a maintenance of » Can y 
monopoly or quasi-monopoly positions—the close D taxation 
shop of labor unions and the closed market of price "We can 
fixing. There are many others, to be sure, who reall) Rdebt ret; 
see in it the glorification of individual initiative atl[ intern 
fair competition as a lofty principle capable of beitty analysis 
achieved by the restraints of sensibly administered near-pea 
laws. It can be done. Will be ke 

Government, as the protector of the public intet—iyin not 














S$ @ol li Gl 


litor. The of U.S. News & World Report are written in their entirety by the 
'CQSt Neil ternational news irrespective of the editorial views expressed here.) 





“| wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 








dag "however, must define in the next few years what are 
we ithe permissive limits of the “free enterprise system” 
ational ‘in relation to the public interest. 
days isp Broadly speaking, the President and Congress from 
ur €co-F next January on must show a keen awareness of what 
makes the private enterprise system tick. Methods of 
hat the ‘capital formation must be encouraged. We must bold- 
take it ly strive for an equitable distribution of the tax bur- 
he 80 f ten so that taxes are collected primarily for revenue 
piece of and not for experimentation in socialistic reforms. 
Teall If we are to finance the plant expansion we need 
"in the future, we must have a governmental policy 
that meets the need of industry and agriculture. We 
“Ymust underpin agricultural marketing processes so 
€ polit: B that orderly disposal of the crops may not lead to 
of the gains for speculators and frustration of the farmer’s 
lection, planning. 
neodor' Our national economy requires a high farm income, 
tum of an active capital market, a sane tax system, a floor 
of what F stronger than 40 cents an hour for minimum wages, a 
Weft &F reorganization and improvement of our Social Security 
omestit § system with proper aids to education and public 
n patty | health, and steady support for the nations of the world 
as a des [ suffering from the devastation of the war. 
and tht}, This does not mean a commitment to a permanent 
homag| flow of funds abroad without checking the results or 
do not ‘ without stimulating self-help in Europe. It does mean 
of €00s that we must give the other nations time for recovery 
ficial and that we must resign ourselves to at least a decade 
nbet 415 more of such assistance. We would be short-sighted if 
)we did not see in the building of a well-knit interna- 
and tht tional economy the foundation also of a prosperous 
for the trade on a long-range basis, and at the same time the 
nere att § biggest stimulus that could be given to an era of peace. 
ance df Can we afford it? Fidelity to sound principles of 
closet taxation will produce larger revenues than ever before. 
f prt} We can finance our budget and yield a surplus for 
o reall § debt retirement. 
ive anil 
of being 
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International considerations: Thus far in this 
analysis we have assumed an economy of peace or 
near-peace. We have assumed that artificial controls 
Will be kept to the minimum and that wartime controls 
Will not again be imposed except in time of actual 





interest 





‘Making free enterprise system really work for all the people will be test of next 
presidential term—A fresh approach can bring era of stability in both Ww 
‘domestic economy and international relations—A new cycle is ahead 






war. This leads to an appraisal of the international 
outlook and what the next presidential term may 
witness in relation to Europe, the Far East and Latin 
America. 

Europe and the Far East are our first considerations 
solely because the danger of war is greatest there. But 
Latin America affords a basis for concern, too, since it 
can readily be exploited by Communism and other 
“isms” if the economy of the Latin American countries 
is not bolstered or at least assisted to greater strength 
internally. Latin America is the great undeveloped 
area of the world where enterprising individuals can 
still go with a fair chance of aiding in world progress 
by giving excess populations in Europe new oppor- 
tunities. 

The challenge of Russia: The statesmanship of the 
hour, however, sees its greatest challenge in our rela- 
tions with Russia. Nothing that has been written in 
the record so far should discourage us from striving 
to find a basis for living with Russia. Time works for 
us. The longer the system of tyranny imposes its 
cruelty on a growing population in Russia, the more 
surely we may foresee its breakdown. 

It is our duty to avoid a war with Russia, keeping 
our powder dry only for such obvious acts of aggres- 
sion as directly threaten the peace of the world. 

The Berlin blockade issue can be settled without 
appeasement. The unification of Germany can be ac- 
complished, though it may take ten years or more to 
achieve it. We must apply patience and restraint. 

The next President of the United States will be ex- 
pected by all the world to make a fresh approach, a 
constructive approach, a realistic approach. Much of 
the past must be charged to experience, to trial and 
error. The future must be charted with a knowledge 
of the past but with no obligation to repeat its mis- 
takes of pride or pettiness. 

Let us go on now to the Era of Stability which man 
can achieve if he tempers his materialism with a spirit 
of good will and above all, with a tolerant sense of the 
other fellow’s point of view. For the world does not 
belong forever to any of us—we are merely the trustees 
of our times under an eternal God. 




















(This article represents the result of an 
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Boom in construction of houses, 
other private buildings may 
weaken a little in 1949. Boom in 
public building promises to pick 
up strength. 

With this shift, total spending 
for building is likely to be as 
great in 1949 as in 1948, maybe 
a little greater. 

This is the outlook as meas- 
ured by a survey of private and 
Government construction experts. 


Fewer new houses are to be built 
next year than are being built this 
year. The trend in residential building 
is moderately downward. Many busi- 
nesses, too, plan to spend somewhat 
less money for new construction in 
1949 than they have spent in 1948. 

Builders, even so, can look forward 
to another year of high activity. The year 
ahead, in fact, may see more dollars 
spent on construction than the $18,000,- 
000,000 being spent in the present year. 


extensive research on a problem of out. 


standing importance in National Affairs.) 


CONTINUING BOOM IN CONSTRUCTION 


More Public Projects to Offset a Housing Dip 


Building by Government, construction of 
highways, dams, _ school _ buildings, 
armories, other military installations will 
rise and may offset the decline in private 
building. 

This is the consensus of private and 
Government construction experts, as 
measured by a U.S. News & World 
Report survey. The outlook developed 
by this survey assumes no serious busi- 
ness setback, no shooting war and only 
a moderate increase in the U.S. arma- 
ment program. 

Private building is estimated off- 
cially at $13,850,000,000 for 1948, and 
unofficial forecasts place 1949 outlays at 
$13,550,000,000. 

Public building is expected to cost 
$4,150,000,000 this year, and may rise 
to as much as $4,850,000,000 next year. 
If so, this would more than make up for 
the anticipated decline in private build- 
ing, bringing total outlays in the coming 
year to $18,400,000,000. 

These are dollar figures. They do not 
reflect building volume. Construction 


costs now are 4 per cent higher than the 
estimated average for 1948 as a whole. 
If costs remain at present levels, it will 
take more than $18,700,000,000 worth 


of building in 1949 to equal the build- 
ing volume that $18,000,000,000 is ex- 
pected to produce in 1948. The 1949 
volume of construction, as distinguished 
from dollar outlays, is likely to fall 
slightly below that of 1948. 

New dwellings, other than those 
on farms, are being built in record 
volume this year. Yet the country has 
not started catching up on the backlog 
of demand that developed during war 
years. The chart on this page shows what 
is happening: 

When war ended three years ago, 
the country needed around 2,300,000 
new dwelling units. This represented the 
minimum number of new dwellings re- 
quired for normal replacements and for 
housing families that then were living 
doubled up with relatives or friends. The 
estimate given here makes allowance for 
families that, for one reason or another, 
would not buy or rent dwellings of their 
own if they had a chance. 

Since the war, needs have developed 
for at least 2,500,000 more new dwell- 
ings. Adding that to the number re- 
quired at the end of the war, total needs 
for the period come to about 4,800,000 
units. But only 2,500,000 units will have 
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2,500,000 














NUMBER OF UNITS BUILT OR STARTED BY END OF 1948: 
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been built or started by the end of 1948. 
That is the number of new dwellings 
for the entire period since war ended. 

Today, on that basis, the minimum 
need for new dwellings still is about 
2,300,000 units. In other words, in three 
years of peace, the country has just kept 
up with current requirements, has not 
yet started catching up on the demand 
that accumulated during war years, 
when private building was all but 
stopped. 

Between now and 1959, according 
to official estimates, at least 5,341,000 
additional housing units will be required 
to keep up with population growth and 
normal replacements. Add that to the 
current backlog, and the total comes to 
about 7,641,000 new units that will be 
needed in the next 11 years. This is far 
more dwellings than ever were built in 
any previous 1ll-year period. To meet 
such a need, building would have to 
average just under 700,000 new units 
per year. 

The country is turning out dwellings 
now at an annual rate greater than that, 
but, at 700,000 per year, building § still 
would be at boom levels. In the 15 years 
before the war, average production of 
new dwellings was just a little over 
400,000 per vear. 

In 1946, about 670,000 units were 
built, with outlays of $3,183,000,000. 

In 1947, the figure was up to 849,000 
units, costing $5,260,000,000. 

In 1948, an estimated 950,000 dwell- 
ing units are being built at a cost of 
about $7,100,000,000. 

In 1949, largely because of high prices 
that frighten many people out of the 
market for homes, most experts think 
building will drop off to about 850,000 
units, costing around $6,550,000,000. 
This is about the same number of units 
as in 1947, but total cost would be 
$1,290,000,000 greater than in that year. 

A decline in residential building al- 
ready is showing up. More than the 
normal seasonal drop has been reported 
since midsummer. 

Other private construction shows 
these prospects: 

Factory building has been in a down- 
ward trend since the peak of early 1947. 
The same trend is expected to continue 
in 1949, even without any sharp cut- 
backs foreed by new’ armament pro- 
grams. Some companies already have 
caught up on their building programs. 
Others are being frightened off by ris- 
ing prices. 

For new factory buildings, not count- 
ing machinery, outlays this year are ex- 
pected to total about $1,425,000,000, 
nearly $300,000,000 less than in 1947. 
In 1949, factory building is not likely to 
exceed $1,100,000,000. 

Farm construction, running about 
$500,000,000 in 1948, is expected to 
decline to about $450,000,000 in 1949. 
A sharp drop in farm prices could 
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Ask for Old Smuggler the next time you order Scotch—and you 
will understand the reason for the words, “Careful, don’t waste a 
drop.” The historic excellence of Old Smuggler dates back 71 
years. It is composed and nurtured with patience and scruple— 
and distinguished by great softness and delicacy of flavour. 


W.A. TAYLOR & CO., N.Y. C. « Established 1888 + Sole Agents for U. S. A. 
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This is a story of material standardiza- 
tion in which Revere played a part. It is 
the case of an honored company, which 
through the typical American process of 
growth through reinvestment of profits, 
is now making a great many different 
items and is known to almost everyone. 
It found itself buying copper alloys in a 
large number of widths, gauges and tem- 
pers, some of them differing but slightly. 
If the same material could be used for, 
say, six parts instead of one, there would 
be a gratifying saving through purchas- 
ing in larger quantities. 

Revere was asked if it would like to 
participate in an ex- 
amination of the pos- 
sibilities of standardi- 
zation of materials for 
this company. The 
Technical Advisory 
Service was given the 
assignment, and with 
the full cooperation of 
the customer’s engi- 
neering and produc- 
tion heads, made a 
study that resulted in 
a confidential report covering 74 pages. 
Out of 360 parts, changes were sug- 
gested in gauges, lengths, tempers and 
alloys for 225. 

Let us quote from a speech by one of 
the company’s engineers to his sales de- 
partment. Referring to one type of prod- 
uct, he said, “By changing slightly the 
widths and thicknesses of various brass 
and bronze strip used in the pressroom, 
we were able to reduce eleven sizes to 
one each of brass and bronze... That has 
been done, of course, without affecting 
in any way the functioning qualities, 
durability or sales appeal . . . And how 
do we benefit? We now have two mate- 
rial requirements instead of eleven, two 
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purchase orders, two follow-ups, two 
items of inventory to store and count, 
and many other paper short-cuts, as well 
as labor and handling economies. 

“Further, the reduction in number of 
sizes makes possible a reduction in in- 
ventories of materials, with all the direct 
and indirect savings thereby brought 
about. 

“Finally, perhaps the greatest gain in 
a survey of this kind is that it requires 
the analysis of products and production 
processes as a whole. It is directly op- 
posed to piecemeal planning and instead 
requires over-all cooperative effort which 
usually leads to savings 
otherwise overlooked. 

“Simplification of 
materials is no front- 
page method of slash- 
ing costs or inducing 
production to soar. 
Instead, it is sound en- 
gineering which pays 
modest but worth- 
while dividends while 
maintaining or im- 
proving quality.” 

Because in some cases new equipment 
is needed, the full effect of this standard- 
ization program has not been felt as yet, 
but already savings of $25,000 are in 
sight this year. Revere is exceptionally 
proud of this study, yet after all, its re- 
sults were made possible only by the 
complete cooperation of the customer, 
who was eager to take full advantage of 
our knowledge of Revere Metals. 

In this great country of ours there are 
hundreds of companies like Revere, able 
and eager to help their customers make 
the best possible use of what they sell. 
No matter from whom you buy, nor 
what, we suggest you ask your suppliers 
about standardization. 





4 


REVERE COPPER anp BRASS INCORPORATED 
Founded by Paul Revere in 1801 
x & PR 


Executive Offices: 
230 Park Avenue, New York 17, N. Y. 





44 





Special Report 


hasten the downturn, even though farm. 
ers now are in strong financial position, 

Railroads are spending about $350.- 
000,000 for construction this year, and 
outlays are likely to be in the same 
neighborhood in 1949. 

Telephone and telegraph companies 
are stepping up their building outlays, 
They are likely to exceed the official 
estimate of $625,000,000 for 1948. Ex. 
perts think the total will rise to about 
$850,000,000 in 1949. 

Electric companies, gas companies 
and the rest of the utilities are spending 
about $1,525,000,000 in 1948, and may 
spend as much as $1,800,000,000_ in 
1949. 

Stores, restaurants and garages are 
expected to spend about $950,000,000 
for construction in 1949, or $50,000,000 
less than official estimates for 1948, 

Other building in the private field 
is expected to rise from $1,325,000,000 
in 1948 to $1,500,000,000 next year. 

All told, then, only a moderate drop 
in private building is in prospect for 





PRIVATE HOMES: A SLUMP? 
. . . fewer houses, factories, stores 


1949, barring war, intensified prepara- 
tion for war, or a business slump. 
Governments, federal, State and 
local, are making plans that call for a 
substantial increase in dollar outlays 
for construction in 1949. Possibility of 
war clouds this picture, too. But here 
are prospects as they look now: 
School-building projects are being 
pushed despite rising costs. Needs are 
urgent all over the country. During the 
period between 1948 and 1955, a 22 
per cent increase in enrollment in 
elementary and secondary schools is ex- 
pected. Total outlays for public schools 
this year are expected to be greater than 
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official estimates of $525,000,000. Next 
year, school construction may reach 
§750,000,000. 

Hospitals and other institutions are 
expected to keep stepping up their build- 
ing programs. Construction in this field 
is estimated officially to cost $225,000,- 
000 this year, and is expected to reach 
§300,000,000 in 1949, 

Other public buildings are costing 
an estimated $250,000,000 this year, and 
are likely to cost $270,000,000 next year. 

New roads are costing a record $1.,- 
500,000,000 in 1948. Spending here is 
expected to rise to about $1,800,000,000 
in 1949. This does not include costs of 
repairing and maintaining old highways. 
Road building will have to continue at 
high levels for years to catch up with 
programs suspended during war. 

Flood control, reclamation and other 
projects in -this field are estimated to cost 
$550,000,000 in 1948 and $800,000,000 
in 1949. 

Sewer and water systems are cost- 
ing an estimated $450,000,000 this year. 





‘n , ~ a pillar Tractor Co. 
PUBLIC ROADS: A SPURT? 
.. more schools, hospitals, dams 


If residential building tapers off, as 
seems likely, sewage and water outlays 
probably will drop to about $400,000,- 
000 in 1949. 

Other construction on the public side 
-residential, industrial, military and 
miscellaneous—is placed at $575,000,000 
this year and only a little less than that 
in the year ahead. 

Building demand, as indicated by 
the figures above, promises to keep sup- 
porting the boom for another year. There 
are things that could upset this picture. 
However, it appears now that there is a 
big year ahead for construction, in both 
public and private outlays. 
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Fence stays taut and true under the 
stress and strain of long service. 

Why not send for our free book— 
“Your Fence.” It’s full of interesting 
facts about the world’s most widely- 
used property protection fence. It con- 
tains specifications and illustrations. If 
you want help in planning your fence, 
have a Cyclone sales engineer assist 
you. There’s no obligation incurred. 
And don’t forget: No job is too large— 
no job is too small for Cyclone. 


CYCLONE FENCE DIVISION 


(AMERICAN STEEL & WIRE COMPANY) 
WAUKEGAN, ILLINOIS BRANCHES IN PRINCIPAL CITIES 
UNITED STATES STEEL EXPORT COMPANY, NEW YORK 


HEN these criminals sighted a 

Cyclone Fence, they had to re- 
sort to subterfuge. Unfortunately, for 
them, they’ve just discovered that “the 
best laid schemes o’ mice and men gang 
aft a-gley.” Burns ’em up, too! 

Thugs and trespassers don’t like a 
Cyclone Fence—but property owners do. 
Plant executives have long known—and 
depended upon—the “entrance and exit 
control” a Cyclone Chain Link Fence 
provides. And Cyclone’s popularity 
didn’t just happen. Its special features 
of design, construction and installation 
stem from over 50 years’ experience in 
making fence. No wonder a Cyclone 


U-S‘S CYCLONE FENCE 


Cyclone Fence, Waukegan, Ill., Dept. E-118 

We'll send you our free, 32-page book on fence. It's full 
of facts, specifications, illustrations. Shows 14 types of 
fence. Before you choose any fence for your property, 
get the facts about Cyclone. 
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—_labor Week. 
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ANTISTRIKE CLUB FOR EMPLOYERS 


Setback for Unions in NLRB Picketing Decision | 


Rough stuff on picket lines now 
is out. Strikers are told by Govern- 
ment not to stop persons who 
want to work from entering a 
plant. It means a change in strike 
tactics for some unions. 

Employers, on the other hand, 
will benefit. They can operate 
their businesses more easily while 
strikes are in progress. 


New rules for strikers are being 
laid down by the Government. The 
effect of these rules is to make it easier 
for employers to operate plants while 
strikes are in progress. Nonstrikers 
wishing to pass through picket lines 
will face less chance of injury. Vio- 
lence and strong-arm methods on 
picket lines now are forbidden. 

This change of policy is spelled out for 
employers and unions in a recent decision 
by the National Labor Relations Board 
interpreting one phase of the Taft-Hart- 
ley Act. Details of the decision are ex- 
plained on page 51. Practical effects of 
the decision, however, go far beyond the 
language of the decision itself. Unless the 
decision is reversed by the courts, these 
effects will have important meaning to 
both employers and unions. 

On the management side, em- 
ployers will find the activities of pickets 
considerably curbed as a result of the 
decision. Under the Wagner Act, union 
pickets were permitted to mass_ their 
forces in such a way as to prevent other 
workers from entering plants. Violence 
frequently occurred. Now, with picket- 
line violence checked, plants can be re- 
opened more readily. Also, a strike itself 
may become illegal, if workers who stay 
on their jobs select a rival unit to repre- 
sent them as a_ collective-bargaining 
agent. 

On the union side, some strikes are 
likely to last longer and cost more. That 
is becatise picketing is reduced to name 
calling and sign carrying. Any pressure 
to prevent nonstrikers from going to work 
is ruled illegal, as is the mere threat of 
violence. NLRB also holds that national 
officers of a striking union are responsible, 
under certain circumstances, for illegal 
picketing activity. This may force top 
labor leaders to keep tighter controls over 
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local unions. If the courts side with 
NLRB, the big national unions some- 
times may be subject to damage suits be- 
cause of wild-cat strikes. 

Individual strikers on picket lines 
will be forced to watch their language 
and their actions. They cannot legally 
threaten nonstrikers or intimidate them 
from going to work. NLRB in earlier de- 
cisions has allowed employers to dis- 
charge strikers for joining a mass picket 
line blocking a plant gate. The Board still 
will order reinstatement of strikers where 
the walkout is caused by an employer’s 
violation of the Act, but, where the strike 
is Over wages, the striker takes a chance 
on getting his job back. 

With rules on strikes changed, all 
groups will want to know their new 
rights and duties. Day-to-day effects of 
the new strike code, as it applies to em- 
ployers, unions and individual workers, 
are to be along these lines: 

What an employer can do to profit 
by the new NLRB ruling will depend 











. . . MASSING OF PICKET FORCES TO BAR 


upon what takes place on the pickct line 
It also will depend largely upon whether 
the employer gives NLRB the kind of 
evidence it needs to prove its case, 

As an example, suppose a union js 
picketing a plant. The issue may be a 
wage increase or it may be a demand for 
bargaining rights. The number of pickets 
in the line will not be the deciding 
factor. NLRB will want to know what the 
pickets do. If some of them stand in 
front of a car filled with nonstrikers and 
keep them from going to work, NLRB 
will consider this an act of coercion, Or, 
if the pickets frighten workers from enter- 
ing the plant by shouting threats at them, 
there may be violation of the law. 

The Taft-Hartley Act makes it an un- 
fair labor practice for a union to restrain 
or coerce workers who do not want to 
participate in union activities. 

To prove a case against a union, the 
employer must show that union officials 
or agents directed the coercive picketing 
or joined in the actions. If the employer 
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THE NLRB CHANGES THE RULES: STRONG-ARM METHODS ARE FORBIDDEN ... 
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IS OUTLAWED 
Result: Union strategists will have to re-examine tactics 


PLANT ENTRY 
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sets evidence of this sort, he can file a 
charge against the union at the regional 
ofice of NLRB. The Board’s staff takes 
over from there, if some basis for a com- 
plaint is found. In the example cited, the 
Board then will charge the union with an 
unfair labor practice. 

Some delay can be expected, however, 
before any order will be issued against 
the picketing. It usually takes months for 
a case to go through the NLRB proce- 
dure of hearings, arguments and finally 
action by the Board members in Wash- 
ington. In the end, an order may be issued 
instructing the union to stop its coercion 
of nonstrikers. The union will have an op- 
portunity to stop the practices at this 
point, without penalty. By the time the 
decision comes, however, the strike may 
have been settled. 

A court order will be asked by NLRB 
if the union continues the coercion. If 
the union then fails to obey the court 
order, officials of the union can be fined 
or jailed for contempt of court. 

Faster action may be obtained if NLRB 
considers the situation serious cnough to 
ask for a temporary injunction against 
violations. The Board is empowered to 
get injunctions while it is completing 
action on a case. 

Recruiting of strikebreakers usually 
will be easier for the employer if the 
picket line is peaceful. Some strikers may 
decide to return to the job, and new 


workers sometimes can be hired, too. 





STILL PART OF THE GAME: HECKLING AND NAME CALLING... 
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NLRB‘S REYNOLDS 


One cited the Court; the other, conduct 


A bargaining election designed to 
force out the striking union also may re- 
sult. If nonstrikers organize their own 
union or a rival union comes into the 
plant, the striking group may lose bar- 
gaining rights through an NLRB elec- 
tion. In a strike over wages, the strikers 
who have been replaced by new workers 
cannot vote in the NLRB election. Thus, 
if the employer replaces enough strikers, 
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».. AND THE PEACEFUL CARRYING OF PLACARDS IS LEGAL PROCEDURE 
Result: Union treasuries may have to finance costlier strikes 


the union on the picket line probably will’ 
lose its majority. If another union wins a 
majority, the strike becomes illegal and 
can be enjoined by NLRB. 

Suits for damages also may be af- 
fected by the NLRB decision. The Taft- 
Hartley Act allows an employer to sue 
a union for violations of contract, such 
as unauthorized strikes. If the courts 
decide that national-union officials are 
responsible for strikes in local unions, 
under some circumstances, the union 
treasuries may be endangered. o 

Effects on unions. The union fear 
of damage suits is only an indirect result 
of the NLRB ruling. Labor leaders are 
being forced to re-examine their strike 
strategy for several other reasons. 

Cost of strikes apparently will go up 
considerably if pickets are to be confined 
to peacefully walking back and forth. If 
the employer gets more strikebreakers 
into the plant, the walkout may be pro- 
longed indefinitely and eventually be 
lost. A long strike is a big drain on union 
treasuries, as well as on members’ funds. 

Court costs in strikes already are on 
the way up, and the prospect of further 
litigation is seen. Union officials fear that 
State courts will adopt the same reason- 
ing as the NLRB and blame national 
unions for local-union strikes. 

More discipline over local unions 
may be enforced by national officers, if 
they are to take the responsibility for 
picket-line incidents. For example, Arthur 
J. Goldberg, CIO’s general counsel, pro- 
tests that the CIO national union in- 
volved in the test case before NLRB had 
not authorized or ratified picket-line ac- 
tions that were the basis of the complaint. 
He argued that NLRB’s decision conflicts 
with two Supreme Court decisions on 
union responsibility for picketing. 

Two NLRB members agreed that no 
case had been shown against the na- 
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tional union, but the Board majority, 
following the reasoning of James J. Reyn- 
olds, Jr., found it guilty. The presence of 
a national-union representative at the 
strike scene was cited as one reason for 
blaming the national group. 

The decision also will tend to make 
unions more careful in selection of or- 
ganizers and officials, Conduct of these 
officials on the picket line can involve 
the union in NLRB proceedings. Unions 
will be forced to discipline organizers 
who start or authorize violence. 

Workers’ rights also are to be at- 
fected by the NLRB picketing rules. 

Right to strike is not affected by the 
decision, provided the objective is legal. 
Also, an individual worker still has a 
right to join a union. If the employer 
fails to bargain with the union after be- 
ing told to do so by NLRB, the worker 
can go on strike and NLRB usually will 
order him reinstated to his job after the 
walkout ends. However, if the worker 
engages in picket-line violence or threats 
against nonstrikers, NLRB may decide 
not to order reinstatement. 

If the strike involves wages and other 
economic issues, the worker takes more 
of a chance on reinstatement. The Board 
then will not compel his reinstatement if 
the employer has replaced him with a 
permanent worker. Or the employer may 
be able to convince NLRB that a reduc- 
tion in production schedules requires a 
cut in the work force, so that the striker 
no longer is needed in the plant. 

Right to work, on the other hand, 
now is protected for those who do not 
want to join the strike. 


GROWING PROSPECT 
OF NEW PAY ROUND 


A fourth round of wage increases seems 
in store for next year unless living costs 
drop sharply in the months immediately 
ahead. Preliminary sparring is under way 
in some industries. In others, a few in- 
creases have been won by unions. A 
showdown will come in about six months. 

Labor’s argument for another round is 
touched off by the American Federation 
of Labor in a survey on the subject. It 
is the AFL’s contention that raises can 
be granted without price increases if em- 
ployers will enlist the aid of union of- 
ficials in reducing production costs. Em- 
ployers, in turn, would be expected to 
share with workers the savings that might 
result from improved productivity. 

The AFL contends that wages since 
war's end have lagged behind prices, ex- 
cept for a few months in 1946. It also 
argues that wages have not been the “ma- 
jor determining factor” in the price rise, 
but that many employers have boosted 
prices more than labor costs warranted. 
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The AFL does not specify any figure 
for the fourth round, but leaves it to 
individual unions to fix their demands. 

Fourth-round increases granted in 
a few industries are not large enough to 
provide a pattern. That will come later, 
when coal, steel, autos and electrical 
equipment settle. : 

In meat, several large firms have 
signed up for a pay raise of 4 cents an 
hour. This is the fourth raise obtained 
by CIO and AFL unions in this field since 
the war. This industry granted 9 cents 
last spring as a third-round raise, while 
the general pattern was about 13 cents. 
Thus, the recent 4-cent increases bring 





AFL PRESIDENT GREEN _ 
. .. more production, more pay? 


this industry up to the third-round level 
of other industries. 

In textiles, raises also have been 
granted recently in Southern mills, 
amounting usually to 8 per cent. Some 
mills have given five increases since V-] 
Day, but the amounts did not follow the 
pattern in other industries. The North- 
ern cotton-textile contracts with the CIO 
Textile Workers permit the filing of new 
demands in January. 

The big tests to determine the size 
of round four are scheduled for next 
summer in most cases. Soft-coal contracts 
expire June 30, 1949, although they per- 
mit either side to terminate on 60 days’ 
notice, The next wage deadline in steel 
is mid-July. Auto contracts permit wage 
talks, in some cases, in June and July. 
Electrical-equipment agreements prob- 
ably will be opened up about the same 
time. 

New conditions that are expected to be 
present when these wage talks begin may 
complicate the next round. In most cases 
during the last series of wage talks, em- 
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ployers raised wages and then prices, }; 
may not be so easy next time. Gove 
More goods will be available in som ting 
industries, Demand that enabled many. But, 
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Government delayed the strike by get- 
ting an 80-day injunction under the Act. 


i But, when the injunction expired, as 


required by the law, there was no further 
weapon to be used. Harry Bridges, head 
of the CIO Longshoremen, then called 


P, Foisie, countered with a demand that 
union leaders sign non-Communist affi- 
davits provided for in the law. Mr. Foisie 
said Communist influence on the water- 
front must be stopped before contracts 
can mean anything. Mr. Bridges declined 
to sign the affidavits, and the law has no 
machinery for forcing him to do so. 

An oil strike in California provided 
another type of case. This CIO walkout 
was able to continue for more than 50 
days, causing some oil shortages on the 
West Coast. The Government, however, 
decided that the effects were not suffi- 
ciently serious to come under the head 
of a national emergency, as specified in 
the Act. Thus, the 80-day injunction 
clause was not invoked. 

A newspaper walkout in Chicago 
ofered the third example. The AFL 
Typographical Union has been on strike 
against six newspapers there since No- 
vember 24, without halting publication. 
The National Labor Relations Board tried 
to invoke another injunction section of 
the law against this strike, but without 
success, A court recently ruled that the 
union had violated an injunction by pre- 
senting certain demands upon publishers 
throughout the nation. These demands 
were held to be illegal. However, the 
court found that in Chicago the union 
had revised its demands to make them 
conform to terms of the injunction. Thus, 
no order to halt the Chicago strike was 
issued. 


SHIPPERS’ FOISIE 
-.. no affidavit—no contract 
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RAILWAY EXPRESS offers you 
a complete transportation pack- 
age. Around its nation-wide 
facilities is built a convenient, 
economical shipping service in- 
cluding door-to-door pick-up and 
delivery in all principal cities and 
towns at no extra cost. It is designed to meet every one of 
your business or personal shipping requirements. 

Your shipments are carried swiftly over America’s railroads 
and scheduled airlines—providing an all-inclusive service for a 
single charge. Consistent improvement in equipment and meth- 
ods is your assurance of a continued, dependable, coordinated 


shipping service to you, your community and the nation. 













NATION-WIDE RAIL-AIR SERVICE 
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INDICATORS OF BUSINESS ACTIVITY 


Business activity is near its best rate 
in peacetime, but competition for 
the consumer’s dollar is growing 
sharp. 

Steel operations were scheduled at 
98.9 per cent of capacity for the 
week ended October 30, slightly be- 
low the record set the week before. 

Factory output rose to 200.6 on the 
indicator below in the week ended 
October 28, from 200.1. 

Auto output set a postwar record of 
123,817. 

Department-store sales rose to 308 
on the indicator below from 300 
the preceding week. October sales, 
however, were little, if any, higher 
than April, based on returns through 
October 23. 

Retail-store sales, shown in the top 
chart, have flattened out in the last 
six months and are no higher than 
in April, making the longest plateau 
since the war. Since April personal 
income has risen 4 per cent and 
Congress has cut income taxes. 

Dollar sales of retail stores held at 
a rate of $131,000,000,000 per year 
in September, but were 7 per cent 
above a year ago. 

Physical volume of sales is about 
the same as a year ago, but has 
fallen 3 per cent since April. Com- 
pared with a year ago, durable- 
goods volume is up 6 per cent, soft- 
goods volume is down 2. Apparel 
volume is down 7 per cent, food is 
unchanged. 

Price increases since January, 1946, 
shown by the chart, made up $35,- 


(1935-39 = 100) 
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000,000,000 of the annual sales rate 
of $131,000,000,000 in September. 
Durable-goods sales fell to a rate 
of $37,500,000,000 per year in Sep- 
tember, 2 per cent below August. 
Soft-goods sales rose to a rate of 
$93,500,000,000, up 1 per cent. 
A buyers’ market is returning rap- 
idly. Department stores are holding 
store-wide promotion sales, the first 
since before the war. Basement sales 
continue to grow. Store buyers can 
wring price concessions from some 
manufacturers. 
Shifts in consumer purchases are 
pronounced, away from luxuries to 


essentials, away from _ essentials 
where demand has been satisfied to 
others where demand is more elas- 
tic. The table below shows per cent 
changes in department-store sales 
in the first eight months of 1946, 
1947 and 1948. 


Dept.-store sales: 
Change From Previous Year 
1946 ‘ 


1947 1948 
Total sales + 283+ 4%4+ 6% 
Basement + 19+ 11 + 10 
Main store +29 + 34+ 5 
Men’s, 
boys’ wear + 41 + 6 — 1 
Men’s shoes + 51 + 8 — 2 
Silver, jewly + 85 — 1— 2 
Luggage +59 + 74+ 1 
Candy —_ — — 13 
Radios, phonos -——- —— + 2 
Toys, games oe —— — 3 
Women’s wear+ 17 — 4 + 5 
Appliances +587 +128 + 12 
Furniture +538 + 2-418 
Rugs, etc. +62 +19 + 14 
Incomes, however, are still rising, 


Earnings of manufacturing workers 
rose to a record $1.36 per hour in 
September as the third round of 
wage increases was completed. 

Steady pressure of unions for wage 
increases is shown by comparison 
of gains in the three rounds. Gains 
were 10 per cent in hourly earn- 
ings, exclusive of overtime, for the 
third round; 10.7 for the second; 
15.5 for the first. 

Christmas trade this year will find 
buyers more discriminating than in 
years, Strong support to total sales, 
however, is still provided by ample 
incomes of consumers. 








* ADJUSTED FOR SEASONAL VARIATION 
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Employers are assured by the Govern- 
S ment of new protections when dealing 
F with unions. The National Labor Rela- 
| tions Board, interpreting the Taft-Hartley 
1 Act, is spelling out those rights and pro- 
 tections in a series of decisions. 
' Labor unions, at the same time, are to 
Ibe forced to meet new standards of con- 
duct. Those standards, in detail, likewise 
are being spelled out by decisions of the 
Labor Board. 

The net result is a shift in the balance 
between unions and employers. 

Picketing from now on will be limited, 
if unions abide by Labor Board interpre- 
tations, and if the Board is upheld by the 
courts. National unions sometimes may be 
liable for acts of their local agents, if 
local unions do not abide by NLRB de- 
cisions. Employers are free to replace 
strikers who engage in picketing of a 
type that does not meet the legal stand- 
ards. In fact, they can replace some who 
strike and yet do not picket. Nonstrikers, 
workers who want to cross picket lines, 
are promised protection. 

The big question, though, is how new 
rules affecting unions and employers can 
be enforced. Labor Board rulings involve 
months of procedure. Injunctions can be 
used, but they must be applied for by 
the General Counsel of the Labor Board, 
and may not always be readily forthcom- 
ing. What is expected to be the effect of 
the new rulings is told on page 46. 


Just what does the Board decide? 
The Labor Board says that mass picket- 
ing is illegal if it blocks the entrance to a 
plant. It says that nonstrikers, as well as 
Powners, foremen and others, must be 
Fallowed to enter a plant, if they want to, 
Pwithout interference. In effect, NLRB 

















Hexpands the doctrine laid down by the 

Supreme Court a few years ago in ruling 

out sit-down strikes. This doctrine is that 

Wistrikers may not deny owners the use of 

their property by illegally taking posses- 
sion of the property. 


- 

Hpecifically, what are pickets barred 

from doing? 

fickets are barred from gathering in such 
# way as to make it impossible, or difficult, 


"Heer persons to go in or out of a plant. It 


also is illegal for pickets to use threats or 
intimidation to restrain nonstrikers from 
peong to work. The presence of large num- 

bers of strikers might be considered an 
Wmplied threat, and thus unlawful. 


Pp2ees it mean that a nonstriker must 


a! 


be allowed to go through? 

&s. The Taft-Hartley law says that a 
forker has a right to refrain from union 
Relivities, as well as to join unions, with- 





Weve Been Asked: 
ABOUT NEW RESTRICTIONS ON UNIONS 


out interference. And the Labor Board 
is giving effect to this provision. It says 
that employes who want to go to work, 
despite strikes, cannot legally be re- 
strained from doing so. 


What if pickets threaten a worker? 
Strikers who interfere with the right of 
nonstrikers to work, by using threats, co- 
ercion or restraint, are told by the Labor 
Board that they run the risk of getting 
into trouble. The same applies for unions 
sanctioning such tactics, even “passively.” 
According to NLRB, it is illegal to 
threaten a nonstriker in an effort to keep 
him from going to work. 


Is name calling barred? 

No. The Labor Board has ruled that 
name calling alone is not an illegal strike 
tactic. Strikers have been allowed to call 
nonstrikers “scabs” and other names with- 
out interference by the Board. But such 
epithets must not be accompanied by 
threats of violence or harm. 


What if pickets violate the rules? 
What can an employer do? 

He can file a complaint with the Labor 
Board. It takes time, though, to get action. 
A strike might end before a ruling is 
handed down. If the Board found a vio- 
lation of the law, it would issue a cease- 
and-desist order to the union, An em- 
ployer could ask NLRB’s General Coun- 
sel to apply for a court order against the 
union if the illegal practice continued. 
Violation of such an order could mean a 
fine for contempt against the union. 


Can strikers be fired for illegal pick- 
eting? 

That can be done. The Labor Board says 

that an employer can fire strikers who 

take part in illegal picketing. He can 

discharge all of them or only the leaders. 


Can those discharged be replaced? 
Yes. Workers fired for illegal picketing 
can be replaced. Furthermore, an em- 
ployer can replace any workers who go 
out on strike for wage increases or for 
other economic objectives, regardless of 
whether they take part in picketing, so 
long as unfair labor practices by the em- 
ployer are not involved in the strike, 

Can replaced strikers vote in an 

election? 

Workers who strike over wages or similar 
disputes, and who are replaced perma- 
nently, cannot vote in plant elections. 
Those who are fired for illegal picketing 
cannot vote, regardless of whether they 
have been replaced. But, on the other 
hand, new workers who replace these 


strikers can vote. This can result in weak- 
ening the established union in a plant, if 
large numbers of workers are hired to 
replace strikers. 


Is a union liable for illegal actions 
on the picket line? 

Yes, in most cases. A union is definitely 
established by Labor Board rulings to be 
responsible for actions of its agents, just 
as employers were found to be respon- 
sible under the Wagner Act for acts of 
their foremen or other agents. Further- 
more, a union agent does not have to 
take active part in mass picketing or 
other illegal activities for the union to be 
held liable. His mere presence at the 
picket line or any other indirect sanction 
of illegal practices can make the union 
responsible for these activities by rank- 
and-file members. 


When is a national union liable for 
illegal strike acts? 

In a recent case involving violence during 
mass picketing, the Labor Board held that 
a national union was jointly responsible 
with the local union. The Board, in a 
3-to-2 decision, based its conclusion on 
the presence at the picket line of a repre- 
sentative of the national union who did 
not order the picketing and violence 
stopped. NLRB said that the agent of a 
union can show his consent by “passive 
acquiescence.” It pointed out that, in this 
case, the national union failed to disavow 
the illegal activities of the local union 
and its agents. 


Is a union financially liable for il- 
legal acts? 

The Taft-Hartley law opened the way for 
employers to sue unions for damages re- 
sulting from breach of contract and cer- 
tain unlawful strikes and boycotts. Fur- 
thermore, national unions whose agents 
are responsible for such actions may be 
equally liable with local unions. But no 
rule on this has yet been established by 
the courts in a damage suit. The law 
makes no specific provision for suits for 
damages resulting from illegal picketing 
alone, where there is no breach of con- 
tract or unlawful strike or boycott in- 
volved. 


Many rules now being laid down by the 
Labor Board in decisions under the Taft- 
Hartley Act will be reviewed by the 
courts. Some are expected to go to the 
Supreme Court for final decisions. But, 
under the rules as they now stand, 
NLBB says that unions must make some 
drastic changes in their past strike and 
picketing tactics if they are to avoid vio- 
lation of present labor laws, 
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These beautiful birds are cooked to perfection 
over glowing hickory embers, heavy with lus- 
cious breast and pearly pink dark meat. 
Ready to eat. @ Gift wrapped, card enclosed, 
postage prepaid, delivery guaranteed $1.75 
per Ib. Average weights 10 to 20 Ibs. @ Hick- 
ory-Smoked Baked and Glazed Hams $1.50 
lb. @ Hickory-Smoked Canadian Bacon 6-lb. 
strips at $10.50. Write the farm today. 


HICKORY VALLEY FARM 


Little Kunkletown, Stroudsburg, Pa. 











For orders over 25 pieces ask for wholesale price list 
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oLiawinioud renrnent SUITES 
-+- COMPLETE HOTEL SERVICE 


Fully equipped one to four- 
room suites. Electric refrig- 
eration, kitchenettes, steam 
heat. Air conditioned grill, 
cocktail lounge. Quiet resi- 
dential section. Overlooking 
Biscayne Bay. Two blocks 
from downtown shops, thea- 
ters etc. Spacious hotel rooms 
available -- daily or seasonal 
rates. Deluxe penthouses. 


Address Inquiries to 
MICHAEL D. WHELAN, Manager 


Dallas 
Par 


MIAMI 


——_— PD 
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What you as a businessman CAN and CANNOT « 


as a result of federal court 


YOU CAN probably count on get- 

ting faster action on old cases in- 
volving claims for excess-profits tax 
relief and refunds. The Bureau of In- 
ternal Revenue announces a reorganiza- 
tion and expansion of the Excess Profits 
Tax Council, which: considers excess- 


profits tax claims under Section 722 of 


the Internal Revenue Code. Membership 
of the Council will be increased from 
15 to 25, and there will be a special 
committee to deal with policy problems. 


* * * 


YOU CANNOT, as an employer, fail 

to take back a regular employe who 
is drafted and then re-enlists for an ad- 
ditional 15 months’ service. The Labor 
Department’s Bureau of Veterans’ Re- 
employment Rights rules that men who 


are drafted or enlist under the new Se- ° 


lective Service Act and extend their 
period of uninterrupted service to three 
years are entitled to reinstatement in 
their old jobs under the draft law. 


* * * 


YOU CANNOT fail to use a new 

declaration form for goods that you 
export after December 31. The Office of 
International Trade revises its shipper’s 
export declaration, which is filed by 
exporters with customs officials to de- 
scribe shipments and to list the names of 
persons involved in export transactions. 
Either the old or new form may be used 
until the first of the year. 


* * * 


YOU CANNOT, as unsuccessful bid- 

der for a Government surplus 
plant, expect to get a court to prevent 
the War Assets Administrator from sell- 
ing the plant to a higher bidder. A 
Federal district court rules in one case 
that an unsuccessful bidder may not 
maintain such an injunction suit against 
the War Assets Administrator. 


* * * 


YOU CAN soon get three revised 

forms for use in connection with 
taxes on 1948 income. They are Form 
1120, corporation income tax return for 
1948: Form 1040F, schedule of farm 
income and expenses; and Form 1041, 
fiduciary income tax return. These forms, 
which have just been revised by the 
Bureau of Internal Revenue, will soon 
be sent to collectors for distribution. 








and administrative decision; 


YOU CANNOT always refuse ¢ 

arbitrate with a union representin 
your employes, under an old agreemeni 
to arbitrate wage disputes, merely }, 
cause the union’s officers failed to sigy 
non-Communist affidavits under th 
Taft-Hartley Act. A State supreme cou 
overrules one employer’s claim that }y 
was relieved of any obligation to cam 
out such an arbitration agreement }g 
cause the union failed to file affidavit 


* * * 


YOU CAN sometimes tell your ix 

dividual employes, just before ; 
collective-bargaining election, thi 
you prefer an existing plant-wide ba 
gaining unit to separate units propose 
by a craft union, without violating th 
Taft-Hartley Act. The National Labo! 
Relations Board finds that a_ statement 
of this kind, made by an employer t 
workers one at a time, was not in itself 
enough to warrant setting aside the re 
sults of an election. 


* * * 


YOU CAN obtain a loan on you 

1948 crop of Burley tobacco i 
you are a producer co-operating in thij 
price-support program of the Govem 
ment. The Department of Agricultur 
announces that this year’s rates on loan 
which will be available on a grade basi 
to all co-operating growers, will averag 
42.4 cents per pound, 


* * * 


YOU CANNOT safely destroy you 

records on sugar price control w 
til Oct. 31, 1950, if you are in one @ 
three groups that the Department ¢ 
Agriculture advises to keep these re 
ords. The groups are: parties to litigatio 
involving sugar price control, person 
who have received any sugar subsidy 
premium or other payment from th 
U.S. Government, and those who sili 
sugar to the Government under a price 
adjustment provision. 

* * * 

YOU CAN get suggestions for cut 

ting down the marketing costs ¢ 
your products from a booklet just issue 
by the Department of Commerce. Th 
booklet, “How Manufacturers Redut 








Their Distribution Costs,” may be bougii 
for 35 cents from the Government Pri 
ing Office, Washington 25, D. C. 





Conclusions expressed in these paragraphs are based upon decisions and_ rulings $ 
courts and Government bureaus. In making their decisions, courts and bureaus co’ 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Wott) 
REPORT, On written request, will refer interested readers to sources of this basic mat 
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Trend of American Business 





24th and N Streets, N.W. 
Washington, D.. C. 


Big corporate earnings are going to raise questions again about dividend, 
wage and price policies adopted by the managers of American industry. 

Profits this year are topping the record made last year by a wide margin. 

Record earnings are reported by such hasic industries as oil and steel. But 
profits are by no means confined to this field. Most producers of durable goods 
are making record profits, too. Only a few firms are less well off. 

Profit distribution, in fact, extends to almost all U.S. businesses. 

This earnings record is almost certain to call forth suggestions for a 
change in policy. Workers will want more wages. Shareholders are likely to ask 
for more dividends. Customers will suggest that prices can be lowered. 








Corporate managements, actually, have most of their answers ready. 

Industry profits, in their view, should be used very judiciously. 

Dividend payments are up a bit, but dividend policy remains conservative. 

Wage rates, like profits, have reached an all-time high level. 

Managers contend that continued industrial health requires that a large 
portion of current earnings be plowed back into the business. Money is needed 
for expansion and improvement, and as a safeguard against possible reverses. 














How inflation affects business costs as well as profits gets more study. 
U.S. Steel Corp. report for the third quarter focuses attention on this 
problem. The big steel company set aside $39,700,000 in the first nine months 
of this year for special replacement reserves. Last year it was $19,600,000. 
Special depreciation account of U.S. Steel is up from 30 to 60 per cent. - 
The steel company's management explains this policy by citing the higher 
costs now prevailing in replacing plant and equipment. Steel is not alone. Oil 
companies, too, tell stockholders that higher costs require higher reserves. 








Depreciation policy, in fact, is being changed rather generally. 

Plant depreciation, on a basis of original cost, is said to be unrealistic 
in view of current prices. Managers are beginning to ask why they can write off 
only $1,000 on a piece of equipment that would cost $3,000 to replace. 

Replacement cost rather than original cost is being suggested more and more 
as an improved basis for figuring annual rates of depreciation. 

Professional accountants, however, are not yet ready to approve a shift in 
depreciation policy. They suggest keeping depreciation on an original-cost 
basis and then explaining to stockholders, employes and the public why they need 
Special reserves at this time to meet higher costs. That is what is being done 
by U.S. Steel. A Similar policy is being adopted by other corporations. 














A tax problem also is involved in treating reserves for depreciation. 
Larger deductions from earnings would be allowed for tax purposes if the 
Treasury permitted companies to depreciate plant on ‘a replacement-cost basis. 
Tax savings to corporations would be substantial under such a policy. 
Corporations argue that higher depreciation reserves should be allowed in 
order to encourage improvement and expansion of plant. Contention also is made 
that current dollar profits are unrealistic unless costs also are considered. 
Treasury will oppose higher allowances. They would cause a revenue drop. 
Officials also will contend that, if depreciation is based on replacement cost, 
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TREND OF AMERICAN BUSINESS-- (Continued) 









corporations might undergo real hardship in periods when prices are low. 

Congress is very unlikely to authorize higher depreciation allowances any 
time soon. Congress is just as eager as the Treasury for revenue. Chances are 
that, if corporation taxes are to change, they will be increased, not reduced. 












Price pegging of Government bonds continues to be questioned. 
Federal Reserve officials now are openly defending the policy. Three of 

















them have just said that Government bonds will continue to be held at par. Mor 
Critics of the pegging policy hold that Reserve Bank purchases of bonds, to ontul 
maintain par, add to inflationary forces by adding to the money supply. bi 
Defenders admit this charge, but argue that another policy is too risky. -* 
It really come downs to a question of what would happen if the peg is re- re ait 
moved. FRB officials fear an avalanche of selling that might upset financial joney 
































































markets all along the line. They claim the national debt is so widely held that Prive 
an orderly bond market is essential. Critics would take the chance, in the in- ellin 
terests of ending the cheap-money policy and stopping money expansion. st sid 
Actually, if long-term interest rates are to be allowed to rise to any This 
marked degree, bond prices would have to be allowed to fall rather far. oans ¢ 
At_par, Government bonds now pay an interest rate of 2.5 per cent. .S. 
At 90, a 20-year bond would yield about 3.35 per cent if held to maturity. eapo! 
It is not likely that federal officials would now approve a $10 drop in the isappe 
price of Government bonds to push interest rates up less than 1 per cent. 
The n 
There are some Signs, however, that inflation is beginning to wear thin. bublic it 
Living costs failed to rise from mid-August to mid-September. That was the feposits 
first time in five months that consumer prices didn't show a jump. horities 
Wholesale prices, as officially measured, still are under a month ago, al- he tren 
though the latest figures show a very slight week-to-week increase. mands fe 
Consumer demand definitely is slackening for many lines of soft goods and ff this 1 
for an increasing number of home appliances and other lines of hard goods. Back 
Home buying also is easing in many areas. Would-be purchasers appear to be sey 
balking at prices and to be having more trouble in getting mortgages. on shov 
These are indications that inflation may be losing some of its force. There Earlier 
are no developments yet, however, that indicate any serious downturn in over-all onth pe 
business activity, just signs that inflation may be weakening. ¢ mon 
The outlook, as viewed by businessmen, iS given on page 20. oe 
ency an 
One reason why retail trade is holding so high is that consumers are spend-_ find busir 
ing a larger portion of their income in the country's retail stores. » More 
Consumer spending for the first half of 1948 amounted to 69 per cent of dis- onth pe 
posable personal income. In prewar 1941, it was only 60.3 per cent. In 1929 it 0.000. 







was only 58.7 per cent, according to Commerce Department studies. 
Food stores are getting a far greater share of consumer dollars than they 
got before the war--17.1 per cent against 135.7 per cent in 1941. That goes far 
to explain the current high price of food. Consumers want to eat more. 
Nondurable-goods stores, generally, are doing better than before the war. 
They now get 50.1 per cent of consumer dollars, against 43.3 per cent in 1941. 
Durable-goods stores are not doing so well, percentagewise. They are get- 
ting 18.9 per cent of consumer dollars, against 17 per cent in 1941. 
This study suggests that, even with continued high employment, nondurable 
sales can be expected to decline and durable sales to rise as consumers return 
more nearly to the prewar pattern of spending. That trend may have begun. 
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Adding 

One explanation for increased consumer spending in retail stores is that een these 
other consumer expenses have been held down=--utility costs, domestic service, ent Jo 
and rents. Accumulated wartime savings also may account for some rise in spend- 1,000 d 
: . 948, In t 

ing. People are satisfying more of their wants because they have money. “at 
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ORE MONEY: INFLATION HAZARD 


Officials Hunt for Restraint Without Deflation 


Money inflation gathers mo- 
entum at a time when Govern- 
ent is using new controls which 
re aimed at halting growth in 
oney supply. 

Private deposits and cash are 

elling again after shrinking in 
irst six months of 1948. 

This trend is likely to continue. 
oans are feeding money supply. 
.$. budget surpluses, best 
eapon against inflation, are 
lisappearing. 












The money supply available to the 
ublic in the form of cash and bank 
leposits is rising again. Financial au- 
horities have become so alarmed by 
he trend that they are renewing de- 
nands for action by Congress to head 
ff this new spurt in money inflation. 
Back of the fears now being ex- 
ressed by officials of the U.S. Treasury 
nd Federal Reserve System is the situi- 
ion shown by the chart on this page. 
| Earlier this year, during the six- 
onth period from January through June, 
e money supply actually shrank by 
4,300,000,000. That is, there was that 
uch reduction in the amount of cur- 
ency and deposits held by individuals 
ind businesses. 
More recently, during the three- 
onth period July 1 to September 30, 
whe money supply expanded by $1,400,- 
00,000. 

What worries financial officials is the 
tong possibility that this expansion will 
ontinue through the remainder of 1948 
ind into 1949. New controls over bank 
bans voted by Congress last August are 
roving ineffective, because these meas- 
res are being offset by factors that have 
e effect of adding to the supply of 
oney and credit. 
What is happening can be seen 
early by examining the factors that have 
hused the ups and downs in the money 
pply during 1948, 
| Adding to the money supply have 
een these influences: 

Bank loans increased by only $1,800,- 
0,000 during the first two quarters of 
948. In the third quarter, a period just 
alt as long, loans expanded by $1,600,- 
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THREE MONTHS, 


July —September, 1948 





1.4 





000,000. Loans have the effect of in- 
creasing bank deposits. 

Gold inflow was $800,000,000 in the 
first half of 1948, and $300,000,000 in 
the next three months. When gold comes 
into the country, it adds directly to the 
money supply by increasing bank de- 
posits. 

Price support for ‘Government securi- 
ties had the effect of;adding $1,900,000,- 
000 to the money supply in the first six 


Growth of 
Money Supply 


(Changes in deposits and currency 


held by individuals and businesses) 





months of 1948, and $2,800,000,000 in 
the third quarter. This represents the 
amount of long-term, U.S. bonds bought 
in the market by the Federal Reserve 
System. To protect the market, the Fed- 
eral Reserve System buys these securities 
at par or a little bétter when they fail 
to find other takers at that price. In this 
way, securities are turned into cash, and 
the money supply is increased. 
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Adding up the effect of these factors on 
the side of money expansion, the total 
was $4,500,000,000 in the first two quar- 
ters, and $4,700,000,000 in the third 
quarter of the year. 

Contracting the money supply, 
these influences have been at work: 

Cash surpluses in the U.S. Treasury 
have been the most important factor. 
When the Treasury, though taxes and 
other revenue sources, ¢. ilects more cash 
dollars than it spends, the money supply 
of businesses and individuals is reduced. 
In the period January-June, 1948, cash 
surpluses were used to contract the 
money supply by $6,100,000,000. In 
the next three months, only $2,300,- 
000,000 was drawn out of the pockets 
and bank accounts of the public by 
this method. 

Sales of federal securities by the bank- 
ing system to nonbank investors have the 
effect of reducing private deposits, and 
thereby contracting the money supply. 
The result is to counteract the effect of 
market buying of securities by the Fed- 
eral Reserve System. In the first half of. 
1948, net sales of short-term and medium- 
term securities in the market were 
$2,500,000,000, or more than enough to 
offset the effect of support purchases of 
long-term securities. In the next three 
months, sales were only $1,000,000,000, 
or just a little more than a third the 
volume of support buying of long-terra 
bonds, 

Other factors took an additional $200,- 
000,000 out of the money supply in the 
first six months of 1948. These factors 
failed to show up in the third quarter. 

The effect of all factors on the side of 
contraction added up to $8,800,000,000 
in the first half of the year, and $3,300,- 
000,000 in the third quarter. 

The net result of influences on both 
sides has been this: 

In the first half of 1948, the effect of 
contractions was $4,300,000,000 greater 
than the effect of expansions. The total 
of deposits and currency held by busi- 
nesses and individuals was reduced by a 
similar amount. 

In the third quarter, the effect of expan- 
sions was $1,400,000,000 greater than 
the effect of contractions. This difference 
represented additions to deposits and cur- 
rency. 

The problem is how to deal with 
this upward trend in money and credit. 
The Government has little authority left, 
without turning to measures that officials 
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Stability comes of many products... 


We cartt tog tte Chee WVlartet / 


Hogs are important to Ohio farmers—but they’re not everything! No, sir, 
in the Buckeye State, farmers believe in a variety of products. Thus, they 
avoid the ups and downs of a single product ... and have money coming 
in the year around. 

Now, that’s one reason for Ohio’s STABILITY . . . a stability inciden- 
tally that’s rarely found in other “upper third” farm states. Another 
reason for this stability is the proximity of Ohio farmers to their markets. 
Because they’re only minutes away—they spend less money in selling— 
save money for buying! 

Then, there’s age—a mighty important indication of stability. And 
Ohio’s been a great farming market for more than one hundred years. 
Indeed, THE OHIO FARMER has been bringing the latest farm news 
to farm families for all those many decades. 

Today, THE OHIO FARMER is still the favorite with two out of every 


three Ohio farm families. 


an Golden Crescent Stability 


“your best profit hedge 





in the farm market” 









No farm area of equal size and wealth can match the stability of 
The Golden Crescent. It has greater age . . . more market cen- 
ters ...a larger variety of products. Served by MICHIGAN — ,... 
FARMER, THE OHIO FARMER, and PENNSYLVANIA 
FARMER, The Golden Crescent safeguards your profits through 
the ups and downs of the farm market. For further informa- 
tion, write 1013-B Rockwell Avenue, Cleveland 14, Ohio. 






THE OHIO FARMER 
Cleveland 


MICHIGAN FARMER 
East Lansing 


PENNSYLVANIA FARMER 
Harrisburg 
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fear might produce a sudden deflai 
Market support of federal secyggronet® 
is feeding money in growing volumemgp!P?S4 
banks, insurance companies and oth f bank 
Officials shy away from proposals tog hrough 
supporting the market, or even to Jpqggtess © 
the support level, for fear this step mj here h 
set off a wave of scare selling. They 9g” attitt 
fer milder measures. 
Loans, which have the effect of FRB 
U.S 












































creasing deposits and spending, are lik 
to keep expanding. Demand for cred 
high. Banks and insurance compa 




























can easily raise money for loans by sel] Notic 
federal securities, Congress tried ast icials 0: 
gust to reduce banks’ capacity to mgu® Gov 
loans by authorizing moderate increggping Its 
in amounts that banks are required top ing pric 

Thor 


up as reserves against deposits, 
The Federal Reserve Board has ygiisclose 


part of this authority, but loans have kgFederal 
ee, wh 






























A MINT OF MONEY 
Into the lap of Congress... 
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rising. FRB still can raise reserve 
quirements a little more, but there isi jations, st 
much hope that this will be effectig(stion th 
FRB probably will ask Congress ™ Marriner 
January for still more authority over} pstill FRI 
reserves. It wants power to requitg°pening 
special reserve in short-term Governm Both ] 
securities or cash. This would be in amit that 
dition to present reserve requirement. fy (see a 

Treasury surplus, if any, will §ports wo 
small from now on. The combination Why 
the tax cut voted by Congress last Af plained i 
and rising federal outlays for defense #0 usua 
foreign aid robs the Government 0 resents th 
effective weapon in dealing with inflat In this v; 

Gold inflow is tapering off, but More 
is a factor in money growth. would fo 

The outlook is for continued @teate un 
pansion of the money supply in mollemg the p 
just ahead. FRB apparently plans tomg*ger to 
the whole issue of money and credit for bette 
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mgress’s lap next January. The Board’s 
proposal probably will be to freeze some 
f banks’ holdings of federal securities 
rough the special-reserve plan. Con- 
ress turned down that plan this year. 
here has been no indication of a change 
in attitude toward it since. 


FRB FOR CONTINUING 
U.S. BOND SUPPORT 


Notice is being served now by top of- 
cials of the Federal Reserve Board that 
the Government has no intention of drop- 
ping its much-criticized policy of support- 
ing prices of federal securities. 

Thomas B. McCabe, FRB Chairman, 
discloses that both the Board and the 
ederal Reserve Open Market Commit- 
ee, which directs market-support oper- 






—DuPont 

BANK DEPOSITORS 
+«.a@ problem of cash and credit 

jations, still favor the U.S. Treasury’s po- 
sition that support must be continued. 
Marriner $. Eccles, former Chairman and 
still FRB’s most influential member, is 
opening up against critics of the policy. 

Both Mr. McCabe and Mr. Eccles ad- 
mit that support operations are inflation- 
ary (see above), but argue that to drop sup- 
ports would produce even worse results. 

Why support will continue jis ex- 
plained in some detail by Mr. Eccles. It 
can usually be assumed that his view rep- 
resents that of at least a majority of FRB. 
In this view: 

More selling of securities, not less, 
would follow if the Government were to 
cteate uncertainty in the market by alter- 
ing the present policy. Holders would be 
fager to unload, and buyers would wait 
Or better prices. 

er interest rates would develop 


NOVEMBER 5, 1948 







































Four eustomers were a crowd... 


.--back in 1911, when Benjamin Gertz 
opened his tiny stationery store in Ja- 
maica, Long Island. 


Here he cheerfully sold newspapers, 
magazines and writing materials to a 
bustling, fast-growing community. His 
business grew and he added toys, sport- 
ing goods and musical instruments. 


Jamaica kept on growing. And so did 
an idea in the minds of Benjamin Gertz 
and his two sons, who had joined the bus- 
iness. “Why not,” they asked themselves, 
“establish Long Island’s first completely 
stocked ‘thrift? department store?” 


This would require financing—for 
larger quarters, for store equipment, for 
a line of men’s and women’s clothing. 
Could the Bank of the Manhattan Com- 
pany help? It could—and did. 


In 1925, the Gertz family came to the 
Bank with a still longer-range merchan- 












CHARTERED 
1799 


SSS 
Bank of the Manhattan Company 


NEW YORK 


MEMBER PEDERAL DEPOSIT INSURANCE GORPORATION 


dising program: to offer a wider and 
wider variety of the finest merchandise 
with a “Triple Guarantee” of satisfaction, 
service, and prices as low as any in New 
York City. In this undertaking, the Bank 
again lent a hand. 


Expansion was rapid as the Gertz bus- 
iness went ahead—with the assistance of 
the Bank. Even during the depression, 
thrifty-minded customers thronged to the 
Gertz store in such numbers that still 
more space was added, as well as a 1200- 
car parking lot. 


Today Gertz is the fifth largest depart- 
ment store in New York City; expects to 
do a $30,000,000 business this year. 


The Gertz business, in its modern 
7-story air-conditioned building, is a far 
cry from the tiny shop of 37 years ago. 
And it is built on a firm foundation of 
vision, hard work and creative finance. 
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Railroad school taxes alone pay the 
costs of keeping a million children in 
school every year! 

And other railroad taxes help to 
protect the health of communities, 
provide police and fire protection, 
build roads, airports, and waterways 
all over America. 

An industry whose tax contribution 
amounts to more than one billion dol- 
lars a year is a vastly important factor 
in the economy of every state, and 
of thousands of towns and cities, by 
virtue of its tax payments alone. 

But that’s only part of the story! 
Railroads in 1948 spent three billion 
dollars for equipment, materials, and 
supplies, which were bought in five 
out of every six counties in the coun- 
try. And the four and one half billion 
dollars which the railroads paid to 


58 


Railroad taxes are sending 
a million children to school 


their employees in wages helped make 
business better everywhere. 

So it is easy to see that—over and 
above the essential transportation 
service they provide—railroads are 
home-town partners of each of the 
communities they serve. That’s an- 
other reason why every American has 
a stake in strong and healthy railroads. 

* 
LISTEN TO THE RAILROAD HOUR pre- 
senting the world’s great musical com- 
edies. Every Monday evening over the 
ABC network, 8-8:45 Eastern, Mountain, 
and Pacific Time; 7-7:45 Central Time. 
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all along the line if support levels wom 
reduced below par. Private rates tend; 
follow Government rates. Therefore, x 
cording to this view, the advantage , 
switching from federal to private secu 
ties would not be altered. Yields on py; 
vate paper would continue above tho 
on federal securities. 

Even greater support operations the 
might be necessary. Mr. Eccles thinks j 
vestors would lose confidence, and gre 
downward pressure on prices would 
sult. The Federal Reserve System, at 
lower support price, still would take , 
the securities offered. 

Inflation, it is argued, might still | 
fed by support buying at lower prices, 

A sharp drop in prices of fedex 
securities, Mr. Eccles admits, might } 
an answer to inflation, But he points «w 
that nobody knows how far the dr 
would have to go before interest ra 











ECCLES OF FRB 


The Treasury's position was bolstered 


would rise enough to discourage borop 
ing, to restrain selling of federal secup 
ties, to bring idle money into the matif™ 
for these securities and to increase Sif 
ings. He warns against the effect of suf 
a policy on the whole economy. 

Savings bonds probably would ! 
come involved in scare selling, Mr. Eccq 
fears, because the general public wou 
not understand that such bonds are 
affected by market operations. 

Deflation of serious proportions, | 
believes, could result from a withdr4 
of price supports for securities. 

All in all, FRB still is convinced th 
the weight of the argument is on the s* 
of continuing price supports. At le 
until all other measures have been tt 
the Board is not willing to alter its 





port policy. 
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World Commerce-Industry 








LONDON....OTTAWA....BUENOS AIRES...- 





>> Small progress in British business is expected in coming months. 
British Government is setting low targets to be reached by June 30, 1949. 
London is puzzled. It appears that the goals will be easily reached in most 
cases. But, actually, the more sober Government planners, such as Sir Stafford 
Cripps, may be influenced by recent leveling off in British production. Little 
over-all progress has been made since a year ago. Means of making big gains-- 
more plant, more workers, more raw materials--still have to be found. 





>> British manufacturers are not being asked to do the impossible. 

Manufacturing output in the year to June 30 is put down for a gain of about 
2 per cent above the level in the second quarter this year. 

This modest rise is linked to the scarcity of steel, copper, lead, zinc, 
timber and other raw materials. Also, failure to attract more labor into induse 
tries such as coal and textiles is hampering production. 

Fuss about nationalizing steel is not likely to have any effect on its pros 
duction over the near term. The steel industry is determined to keep output at 
record levels. That will help the campaign against nationalization. Trouble 
is, despite record output, there's not enough steel. This stubborn fact, more 
than anything else, is putting a ceiling on British manufacturing. 











>> This manufacturing situation will slow down the British export drive. The 
official forecasters, accordingly, are lowering their sights on exports. 

No increase in exports, over all, iS expected above the current level. 

All that is asked by the Government is that export volume for the year ends 
ing June 30, 1949, be 137 per cent of the 1938 level. But this level already 
has been reached and passed. 

Import restrictions against British products are being felt. Competition 
in world markets is getting keener. But the British export goal seems low. Of 
course, though, rearmament in Britain will subtract from exports. 

Plans for export industries run like this: 

Electrical goods, machinery, locomotives, tractors, trucks will be stressed 
in overseas sales campaigns. Foreign orders for ships will be built up. 

Fewer passenger cars will be exported, because of the steel shortage. 

Steel, itself, will be kept at home for British use as much as possible. 

Coal exports are to expand greatly, if Government forecasters are right. 














Chemicals, whisky and beer exports will be increased. 

Textile exports should gain slightly, the British Government thinks. 

Manufactured tobacco and refined sugar will not be pushed as exports. Too 
(over) 
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WORLD COMMERCE-INDUSTRY-- (Continued) 
much of the tobacco and sugar must come from dollar sources. 


>> British expenditures on new plant are to level off, too..... 

Modernizing the British industrial plant is turning out to be quite a bur- 
den. Costs are high. Investment money is short. And there just isn't enough 
steel, machinery and man power both to build plant and push exports much higher. 

So capital expenditures are to stay at current levels--around $8,000,000,000 
a year. In the time before June 30, 1949, $520,000,000 will be put into elec- 
tric-power facilities, $160,000,000 into steel, $100,000,000 into coal mining. 
The oil-refining, chemical, textile and pottery industries also are to get funds. 

Capital goods will come from overseas to bolster this program. Two thirds 
of the $310,000,000 loan just made to Britain by the Economic Co-operation Ad- 
ministration will be spent for capital goods. 

Important point is that the British Government doesn't expect much pickup 
in production for some time yet as a result of modernizing plant. 














Leveling off all along the line applies equally to the average Briton. 

There's little joy ahead for him--just more of the same. 

Household equipment will be a little more plentiful. But clothing and to- 
bacco will be a little less so. Food rations will continue about the same. 
There will be no more variety, just the same dreary diet. 





>> But there are to be changes in. sources of Britain's food imports. 

Everything possible is being done to cut down on purchases in "hard" cur- 
rency areas, to shift buying to Empire or other sources. 

Canada is to feel effects of this shift soon. Britain wants to stop buying 
Canadian eggs as of January 31 and will be cutting back sharply on purchases of 
Canadian bacon during early 1949. This year, Britain is to spend about $120,- 
000,000 in ECA dollars for these two items in Canada. Most of this trade will be 
shifted to Denmark, a debtor of Britain's. Canada will probably press sales of 
bacon and eggs in U.S. Canada can't afford to let that many dollars slip away. 

Argentina, too, is likely to feel the shift in British buying. Mexico, 
other Latin-American countries, Australia are picking up meat contracts with 
Britain. Argentina will find the British less anxious to buy her meat next year. 
Argentine prices will have to be more to Britain's liking. 


>> Argentina's troubles are piling up fast now..... 

Price inflation is fed by the big Government deficit. Result is growing 
money supply. But fewer goods are available as imports are squeezed back. 

Drastic credit controls are being tried. But it may be too late. 

Gold reserves have dwindled fully 85 per cent in the last two years, re- 
flecting profligate buying overseas. Now confidence is shaken. The Peron re- 
gime is worried by the flight of capital from Argentina. 

American businessmen are owed nearly half a billion dollars by Argentines. 
These bills can't begin to be paid now. Result: Trade is frozen. 

But Argentina does have large stocks of canned beef, grains, vegetable 
oils, tanning extract and hides. Somehow, the Argentines must sell these for 
dollars. Offering prices are being lowered in the hope the U.S. or the ECA will 
buy. So far, the ECA has bought only $2,214,000 worth of Argentine goods. 

Devaluation of the peso may have to be tried, if all else fails. 
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BOMBAY 

HE POMP AND CIRCUMSTANCE that long 

has attended the fabulous princes of 
India is on its way out. The independence 
of India from Britain has all but knocked 
out the power of the maharajas who man- 
aged to rule and prosper through genera- 
tions of British colonial control. 

Times have become so hard for some of 
the princes now that ceremonial elephants 
are being sold off for 
as little as $60 apiece. 
Some princes are 
working for India’s 
new Government. 
Others are living on 
pensions and incomes 
from personal prop- 
erty, but their pres- 
ent wealth is only a 
sliver of that they 
knew a year ago. 

Most of the rulers saw the handwriting 
on the wall when the British announced 
their decision to give India its freedom. 
These promptly agreed to join one or the 
other of the two countries that emerged 
with independence—India and Pakistan. 
It took some political pressure and per- 
suasion to convince others that their time 
as independent rulers was running out. 
But all the “holdouts” except one—Kash- 
jnir-have now been brought into line. 
| The passing of the princely states— 
some as big as England and others not 
much bigger than a garden plot—ends a 
colorful, and frequently cruel, chapter of 
India’s history. The elimination of the 
hundreds of independent rulers within 
India is regarded by many influential 
people in Bombay and New Delhi as the 
outstanding achievement of India’s first 
independent Government. 

Before India was freed, the princes 
tuled over almost half of this vast sub- 
continent. Their principalities 
covered 716,000 of the 1,581,- 








100 square miles and contained 
uearly a fourth of the country’s 
People, 

_A big part of India’s most 
important economic resources 
situated within these areas. 
Hyderabad, for example, sup- 
plies 60 per cent of the world’s 
‘upply of castor beans and pro- 
ues considerable quantities 
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of cotton. Mysore contains almost all of 
India’s gold-ore deposits. In addition, it 
is the home of many of the country’s 
most important industries, including big 
iron and steel works and India’s chief 
aircraft plant at Bangalore. Travancore 
possesses important deposits of thorium 
ore, valuable in the production of atomic 
energy. 4 

Before India became free, 15 of the 
princely states had their own postal sys- 
tems. Communications between various 
parts of the country had to pass through 
one or more of the states, and commerce 
frequently was hampered by private trade 
barriers. Al! the states had individual laws 
and tax systems. And in most of them one 
man—the Maharaja—operated the territory 
as though everything it contained was his 
own private property. 

The princes held what amounted to 
life-and-death power over their subjects. 
Many of them exploited both the land and 
the people for their own personal whims. 
With a few notable exceptions, they ruled 
as tyrants who managed to live lavishly 
while most of their subjects were kept in 
the most extreme poverty. 

Their exploits and escapades are legend 
in India. Fiction probably has gotten 
tangled up with fact in some of the ac- 
counts. According to one frequently told 
story, one ruler used to amuse himself by 
driving a team of Hindu bankers around 
the palace racing course. Another had 42 
wives, each of whom received a small 
fortune every year to keep up her ward- 
robe. Another made a hobby 
of collecting the most expen- 
sive motorcars that money 
could buy. Still another is sup- 
posed to have squandered pub- 
lic funds to maintain a string 
of racehorses. 

One thing is certain: Most 
of the princes regarded taxes as 
a source of personal income, 
rather than as a means of de- 
veloping their states. Only a 





few months ago, before he was stripped 
of his power, the Gaekwar of Baroda was 
accused of spending $10,000,000 during 
a six weeks’ spending spree in Europe 
and in the United States. When he was 
asked for an accounting, he could not 
remember how much he had spent on 
gems. In four days, he is reported to 
have spent more than $250,000 on the 
horses. 

There have always been, however, sev- 
eral notable exceptions to the general rule 
of lavish living among the princes. A few 
of the maharajas, although they possessed 
autocratic power, actually were demo- 
cratic rulers. In recent years some forms 
of representative government have ap- 
peared in a few of the states. Mysore and 
Travancore, two of the larger principali- 
ties, developed public education systems 
second to none in India. 

The decline of the princes began just 
about a year ago, at a time when some of 
them thought that they were going to get 
more power than ever before. When the 
British gave up their control over India, 
several princes thought they saw an op- 
portunity because the British, at the same 
time, surrendered all control over’ the 
princely states. 

One attempt was made by the Nawab 
of Bhopal to organ- 
ize the states into a 
separate British do- 
minion to be known 
as Rajasthan. The 
idea collapsed, how- 
ever, because of jeal- 
ousies among the 
princes, and because 
the British Govern- 
ment would not go 
along with the 
scheme. The British 
left no doubt that, as far as they were 
concerned, the princes should join either 
India or Pakistan. 

Meanwhile, the new Government of 
India had its own ideas about the future 
status of the princely states. The existence 
of hundreds of autonomous “islands,” 
ruled by autocratic maharajas and _ scat- 
tered the length and breadth of the coun- 
try, was regarded by the new Govern- 
ment as a grave threat to India’s stability 
as an independent country. So “opera- 
tion Maharaja” was undertaken, and given 
priority as the most urgent task confront- 
ing India. 

The Operation—frankly designed to put 
a crimp in the power of the princes—was 
handled by Vallabhai Patel, the politically 
shrewd Deputy Prime Minister. He di- 
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through the wndersigned with certain institutions 
purchasing them for investment. 
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vided his job into two phases, and weyiimments 
to work. ic vote 
In the first phase, Patel set out to pe. The 
suade the ruling princes to come undemhe or 
the authority of the New Delhi Gover,ijhoweve 
ment by giving up their own control oyegnomina 
communications, defense and external aj.gng kep’ 
fairs. That job was almost completed jjpeen ft 
about a week. Only three states, Hyde,.fismall st 
abad, Kashmir and Junagadh, refuse jfprea is 
go along with Patel’s plan. the title 
Without waiting for them, the Deputffbe passe 
Prime Minister went ahead with the se.{) This | 
Mhe state 
le. But 
pothing 
pnce hel 
» Even 
o the m 
bit of 
ents of 
rontrol tl 
eto por 
plected 1 
| princes \ 
block eco 
| The pr 
Rp fairly | 
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~ $1,000 fo 


ond phase of “Operation Maharaja”—thaf? $800, 0 
of eliminating the princes themselves af walior. 
ruling sovereigns. Now this job is abou $iver 
completed, too, although it didn’t go pbheir pers 
far as some of India’s leaders wish. Pas We 

Patel has made deals with almost all offP¥8*S ms 
the princes. Some were concerned only permitted 
about their personal fortunes. They werepptier_ pers 
quickly satisfied. The new Government hey were 
simply pensioned them off and let then All thes 
keep their personal property. Others, lesl@ters—y 
agreeable, were told bluntly to come t eaders wh 
terms or face inevitable overthrow bya syst 
“popular uprisings” from within their ow" Praised, 
states. omplished 

Of the 547 princely states that werefluting 250 
situated inside India at the time of inde It has gi 
pendence, 219 now have been mergefitity than 
with adjacent provinces and their identity", for t 
has vanished. They covered an area affhecked the 
85,000 square miles with a population dfftd ended 
12,000,000. unds, 

Another 294 princely states, covering 
150,000 square miles with a populatia 
of 23,700,000, have been merged into s 
new states. 4 

Twenty-two others, covering 19,0 
square miles with a population of 1,40! 
000, have been consolidated into two ne\ 
areas and placed under the adiministti 
tion of the Central Government. 

Twelve of the biggest states are beilf 
kept intact. They include Mysore, Tr 
ancore, Baroda and Bhopal. All of thet 
are to become new provinces in tt 
Indian Union. 

Thus, the 547 princely states within th 
Indian Union have all but disappeatéé 
In their place are emerging 20 1 
provinces that are to have democtll 
constitutions and representative gove® 
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ents with legislatures elected by pub- 


dL wen 

ic vote. ; ; 
to per The former princely states differ from 
undehe ordinary provinces in one respect, 
“over gnowever. The maharajas will continue 
ol ovegmominal reign over the states that are be- 
nal afging kept intact. Over those units that have 


sted been formed by combining numerous 
Hyder.gmall states, the leading maharaja of the 
se tpfprea is to be the reigning monarch with 
Phe title of “Rajpramukh.” This office will 

he passed from father to son. 

2 This means that the nominal head of 
Nhe state is not to be elected by the peo- 
le. But his power in the future will be 
jothing to compare with the authority he 
ince held as maharaja. 

' Even this relatively minor concession 
Ho the maharaja tradition is causing quite 
bit of criticism, though. Some oppo- 
ents of the plan say the maharajas will 
rontrol the police in their states and hold 
eto power over actions of popularly 
rlected legislatures. Others fear that the 
princes will do everything they can to 
block economic reforms in their territories. 
The princes themselves managed to get 
fh fairly good deal through “Operation 
Maharaja.” All of them are to receive 
(Government pensions that range from 
$1,000 for the rulers of the smallest states 
Ho $800,000 in the case of the Maharaja of 
‘{Gwalior. Besides that, the Government 
has given them guarantees concerning 
their personal property. Most of the ma- 
harajas were the biggest individual land- 
owners inside their states. They are being 
pemitted to retain their land and any 
epfdther personal wealth acquired while 
fhey were ruling monarchs. 

All these things cause criticism in some 
quarters—particularly among the political 
eaders who wanted all traces of the ma- 
araja system wiped out. But, criticized 
pr praised, “Operation Maharaja” has ac- 
omplished one thing that was impossible 
it. wereflluring 250 years of colonial rule: 
of indef’ It has given India a greater degree of 
mergedglmity than the country had ever known. 
identitpand, for the present at least, it has 
thecked the autocratic rule of the princes 
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LYKES FAST DIRECT SERVICE FROM 


U.S. GULF PORTS TO THE Osan 


Lykes Orient Line provides direct, fast shipping facilities for the 
flow of exports and imports between Mid-Continent and South- 
ern States and the Far East with its regularly scheduled modern | 
C-type cargo vessels from and to United States Gulf ports. 

3 Long experience in serving exporters and importers trading 
with the Orient is one of many plus advantages you secure by routing ship- 
ments via Lykes Orient Line and the economical Gulf gateway to world 
markets. 

Write for the folder, “Lykes Lines and Gulf Ports.” Address Lykes Bros. 
Steamship Co., Inc., Dept. E, New Orleans, La. Our Trade Development 
Division will assist in dealing with specific export-import problems. 
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ORIENT LINE—From U. S. Gulf ports to 
The Philippines, Japan, China, Korea, Indo 
China, Siam, Federation of Malaya, Nether- 
lands East Indies and other Far Eastern 
areas. 


AFRICA LINE—From U. S. Gulf ports to 
South and East Africa. 


MEDITERRANEAN LINE — From U. Ss. 
Gulf and South Atlantic ports to Spain, 
Portugal, France, Italy, Greece, North Coast 
of Africa and other Mediterranean and Black 
Sea areas. 


CARIBBEAN LINE-—From U. S. West Gulf 
ports to Cuba, Haiti, Dominican Republic, 
Puerto Rico, Venezuela, Curacao, Aruba, 
East Coast of Colombia and Canal Zone. 


U. K. LINE-From New Orleans, Houston, 
Galveston, other U. S. West Gulf ports and 
Tampa to England, Ireland, Scotland and 
Wales. 

CONTINENT LINE—From New Orleans, 
Houston, Galveston, other U. S. West Gulf 
ports and Tampa to Continental Europe, 
Scandinavia and the Baltic. 


LIMITED PASSENGER ACCOMMODATIONS 


LYKES 
LINES 


Lykes Bros. Steamship Co., Inc. 


Offices at: NEW ORLEANS, HOUSTON, GALVESTON, NEW YORK, Baltimore, Beaumont, 
Chicago, Corpus Christi, Dallas, Gulfport, Kansas City, Lake Charles, Memphis, Milwaukee, 
Mobile, Port Arthur, St. Louis, Tampa, Washington, D. C. 


OFFICES AND AGENTS IN PRINCIPAL WORLD PORTS 
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Whispers. 


Dewey Caution on Job Pledges . . . Kilgore Inquiry 
To Reopen? . . . Snag for ‘Working’ Vice President | 


President Truman is sornewhat sur- 
prised by the fact that, in the show- 
down, he got little practical help 
toward election from the “big shots” 
in his Cabinet. The President, ap- 
proaching 65 years of age, was forced 
to wage a campaign far more vigorous 
than the one waged by his 46-year-old 
opponent, who caught cold and de- 
‘veloped bursitis in the process. 


xk * « 


Mr. Truman, in the closing days of 
the campaign, was unable to convince 
the Export-Import Bank that it 
should speed its O.K. of a $100,000,000 
loan to Palestine. 


ok x 


Governor Dewey finished his cam- 
paign without promising anything 
firmly except that Earl Warren, as 
Vice President, would be given a real 
job to do and that the next Secretary 
of the Interior would come from the 
West, not the Middle West or the East. 


Kok * 


John Foster Dulles told a friend: 
“Everyone except Tom Dewey has 
told me that I am to be the next Sec- 
retary of State.’’ Even so, Mr. Dulles, 
who has advised Mr. Dewey in mat- 
ters of foreign policy, is assured of the 
No. 1 Cabinet job unless some Iast- 
minute political consideration causes 
Mr. Dewey to change his mind. 


xk *& 


The Dewey method, his associates 
agree, is not to let friendship or per- 
sonal considerations interfere with the 
demands of successful politics. 


x** 


Representative Clifford Hope, of Kan- 
sas, is being favored by Dewey ad- 
visers for Secretary of Agriculture as 
a gesture to Midwest farmers who 
showed some suspicion of a Repub- 
lican Administration. Mr. Hope has a 
long record of support for policies fa- 
vored by the big farm organizations. 


xe 


Edwin F. Jaeckle, the man who keeps 
local Republican leaders in line for 
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Mr. Dewey, is No. 1 on the list of 
those under consideration for Post- 
master General. Mr. Jaeckle is Re- 
publican leader from Buffalo, New 
York. 


x = * 


Harold Stassen still is not under ac- 
tive consideration for a Cabinet job 
in a Dewey Administration. If Mr. 
Stassen’s name does come up it will 
be for the job of Secretary of Defense. 
Odds are much against the prospect 
that James Forrestal, present Secre- 
tary, will be asked to stay. 


x kk 


Earl Warren, of California, 
Congress to set out in law a set of 
specific tasks for the Vice President 
to fill. There are practical objections 
in politics to a plan under which the 
President would assign jobs to the 
Vice President, who then would report 
to him and be subject to White House 
discipline. 


xk * 


Mr. Dewey is going to be forced to 
make the decision on the size of ap- 
propriations for the National Military 
Establishment in the year to start next 
July 1. President Truman is insisting 
that the armed forces keep within a 
$14,400,000,000 budget, which mili- 
tary officials insist cannot be done if 
defense directives from Congress are 
to be fulfilled. Mr. Dewey will have to 
face that problem, and his decision 
can mean the difference between a tax 
increase and no tax increase. 


xk * 


Roger Straus, of New York, seems 
assured either of a Cabinet post or of 
a job of almost equal rank in a new 
Administration. Mr. Straus is among 
the closest of Dewey advisers and fills 
the specifications that a President 
usually wants in his Secretary of the 
Treasury. 


xk * 


If Elliott Bell is to become Chairman 
of the Federal Reserve Board in a 
Dewey Administration it probably 
will be on condition that he have a 


wants. 


free hand in reorganizing and runnig 
that Board, with new faces on ¢ 
Board itself. Mr. Bell is No. 1 advise 
to Mr. Dewey on matters of econom 
policy. 


xk *& 


John E. Burton, Budget Director 
New York State, is to take over ff 
problem of trying to make a Fede 
Government budget that will offer 
balance between income and outgg 


| 


x *& * 


Senator Robert Wagner, of New Yo 
71 and ill, is likely to find his positiog| 
challenged in any close Senate divi 
sion unless he is present and voting 
Senatorial courtesy that enabled ff 
late Senators Hiram Johnson for tf 
Republicans and Carter Glass for tf 
Democrats to go on functioning w 
unable to be present in the Senate, 
going to be under severe strain wi 
the close division between parties. 


xk * 


Senator Harley Kilgore, Democrat, 
West Virginia is to come under Sen 
scrutiny if Republicans find the 
selves in need of a seat to retain Sen 
control. Senator Kilgore’s 1946 ele 
tion still is under investigation by} 
Senate committee and his right o@ 
Senate seat is not yet fully cleared. 


xk k 


The White House, in a new Ad | 
tration, is to find that patronage™ 
not as powerful a force in controlh 
Congress as it was back in the eal 
New Deal days, when members 
Congress were besieged by individdl 
looking for Government jobs. Jobs 
the Government in this boom pefi 
are not so urgently in demand. 


x kk 


Senator Wayne Morse, of Oregm 
broke party records in campaig 
for election of Republican mem 
of Congress. Senator Morse delivel 
68 speeches in closing weeks of 
campaign, all on request of Repl 
lican candidates in States fai 
from Kentucky and Illinois to Or 
and Washington. 
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